MONTHLY 
RESEARCH 
REPerTs 


Where ‘men are frée and live at 
peoce, maps have a happier signifi- 
tance. Bankers Monthly’s map. for Novem- 
ber has 30 states. From them hasbeen: drawn 
the. contents of ‘this issue-—ammunition. we provide 
monthly for your peaceful war to build sane, constructive 
business within: our Nation. 


“NOVEMBER 


A RAND MSNALLY PUBLICATION 





A check like this 
would be a big 
improvement... 


Today the trend in banking is toward moderni- 
zation. Bank Officers and Advertising Managers 
are applying this principle to checks as a definite 
part of their Public Relations programs. 

In redesigning these instruments to create the 
desired impression of quality, prestige and up- 
to-dateness, La Monte Safety Papers are usually 
“first choice.” 

Not only because the paper with the identify- 


ing “wavy lines” has for more than 65 years 
been publicly recognized as “the standard for 
protection” for this type of instrument — but also 
because La Monte Safety Papers offer a well-nigh 
perfect lithographing and printing base and a 
pleasing, smooth writing surface. 

Checks on La Monte Safety Papers provide 
the utmost in distinction and safety. 


From coast to coast, La Monte Safety Papers are the choice of outstanding 
business institutions, including more than 75% of the nation’s largest banks. 


GEORGE LA MONTE & SON 
Nutley .... New Jersey 
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Auto Loans simPuiFieD 


Bank identification prevents mis-mailing of payments 7 


Consecutively numbered coupons 
synchronizes order of payment 
for both customer and bank 


ate charges 
ag e . WHER PROPERLY sTAMge® 
: TMS STUB IS A RECHPT 
entered here Fon TRE AMOUNT OF ZYOUR 
PAYMENT, SHOWN O% 


Y 
— 


_ x : 27 ‘ 
One operation designates day due dates for entire 
loan Each coupon repeats day dotes. 


Numerical control 
Accurate 
Fast 
Positive 
Customers’ illegible 
writing no handicap 


Permanently designates all 
“amounts due" in advance, 
eliminating errors and dis- 
couraging partial payments 


Patent No. 2010724 


One operation designates complete monthly schedules for 
entire period of loan. Monthly dates are staggered on 
coupon. 


Use a MODERN auto loan system for your new auto financing 


Keep Pace with Progress—in LOANS —in SYSTEMS 
Banks Everywhere are Adopting this Proven Plan 


Eliminate tedious, costly methods of 
collection in the handling of your 
automobile installment financing with 
Payment Coupon Books. 

This modern method of handling in- 
stallment collections enables you to 
set up in less than a minute the entire 
coupon schedule of payments at the 
time the account is opened. 

This same system which has proven 
so desirable in the handling of personal 
loans, time payments and mortgages, 
is easily adaptable to any periodic 


payment services you offer your 
clients. 

By using this tried and proved eco- 
nomic system for collections you elimi- 
nate the advance mailing of payment 
due notices —- the mailing back of cus- 
tomers’ record books — the necessity 
for getting ledger card from file at each 
transaction. Also you effectively dis- 
courage partial payments, and through 
greater speed at the teller’s window 
many more transactions can be handled 
efficiently in the course of a day. 


The preferred system, too, for PERSONAL LOANS 


MORTGAGE AMORTIZATION 


e CONSUMER CREDITS 


RAND MSNALLY & COMPANY Gpcoms Division 


New York 
November, 1939 


536 S$. Clark St., CHICAGO 
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Why not Make More Loan Profits |e srimaics*™ 


In the first of a group of radip 
talks forming part of the fifth serie; 
of short talks on advertising pre. 
pared by the Bureau of Research 
and Education of the Advertising 
Federation of America, Ray A. Ig, 
vice president of the National 
Shawmut Bank of Boston, asked the 
question, “What is business?” 

In his answer, he included the 
following: 

“Collectively, business is merely 
the production and exchange of 
commodities. Individually, _ busi- 
nesses in this country are a million 
separate enterprises, producing 
selling, and transporting things, and 
financing the flow of trade. Business 
men are the people who make a liy- 
ing by conducting these million sep. 
arate enterprises and who take the 


It is estimated that over $100,000,000 in NEW loans were based risks of owning them. From the 


“ f = corner grocery to the big steel com- 
on Field Warehoused Collateral during the past year. That's a pany, each independent unit in om 


trend. business system is working hard for 

that success which can be gained 

Three outstanding reasons for this rapid growth are: only by serving and satisfying its 
, customers. 

(1) Field Warehousing is based on the sound principle that “Business is good when these on 

owned inventory is money. million separate businesses are 


(2) Tied-up dollars are released for work by warehousing busily making and exchanging their 
constant’ Mini cecadilian products. They do this when costs 
in Y P ; and prices are in proper balance 


(3) The bank loans money on the gilt-edged collateral of and when the existing purchasing 
Warehouse Receipts. No banker has ever lost a dollar power is actively being used by 


on a loan collateralized by Douglas-Guardian Ware- consumers and by industries in buy- 
ing from one another. 

housed Receipts. “Businesses stimulate buying ac. 

tivity by offering better merchan- 

DOUGLAS-GUARDIAN SERVICE has expanded soundly to dise and more attractive values, ani 

meet the increasing demand for dependable Field Warehousing by advertising them widely. This is 


Ba omer ‘ bloat. f the way all new industries have been 
Service. We have a nation-wide reputation for efficient, careful built. It is the way business oper 


handling of this specialized service. The heads of our business ates normally in building _pros- 
have had over 16 years of successful perity. 


experience in the field. “Whatever else may have helped, 


; ' , the American spirit of busines 
WRITE US please about loan situations enterprise has been the mainspriag 


you think our service might fit. Also of our progress, aided at every poi 
WRITE for a copy of our BOOKLET to by the use of good advertising i 


read and keep for reference. distributing the products of indus 
try. The high standard of life i 


WRITE FOR FREE BOOKLET America is an achievement of bus 


: : ness, and it is not the nature of bus: 
A concise yet comprehensive explanation ness to be satisfied with past pe 


of Field Warehousing and of Douglas- formances. Therefore, I believt 
Guardian specialized experience. American business will continue 

go forward, adapting itself 
changing conditions in public opit 
DOUGLAS-GUARDIAN WAREHOUSE CORPORATION | io2 2x2 covernment—always st 
. ing for those goals which the futwt 
holds for a people with. courag 

enterprise and imagination. 


New York, N. Y. Rochester, N. Y. Easton, Md. Tampa, Fla. “IT’S THE TRUE AMERIC 
Portland, Ore. Springfield, Mo. Dallas, Tex. Atlanta, Ga. 


EE 
San Francisco, Cal. Los Angeles, Cal. Memphis, Tenn. Cleveland, Ohio Cincinnati, Ohio WAY! 
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Nation-wide Field Warehousing Service 
100 W. Monroe St., Chicago, Ill. 118 No. Front St., New Orleans, La. 
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THE CHASE 
NATIONAL BANK 


OF THE CITY OF NEW YORK 


Statement of Condition, September 30, 1939 


RESOURCES 

CasH AND Due rrom Banks .... . . . « «© « © ~~ $1,316,611,273.45 
BULLION ABROAD AND IN TRANSIT . . . 2... ee ee 4,104,809.19 
U. S. GovERNMENT OBLIGATIONS, DIRECT AND FULLY 

GUARANTBED.. . 1. 5. . c's 's 3s et te ehUuO UH 808 803,815.57 
STaTE AND Municipal SECURITIES . . . . 2. 1 se ew ee 145,155 ,667.39 
Srock OF FEDERAL RESERVE BANK... . . . ee ee 6,016,200.00 
(Ore SRCURTINES. . 6 6 8 oe 8 4H we ee we 139,856,399.67 
Loans, Discounts AND BANKERS’ ACCEPTANCES. . ... . 601,289 ,697.70 
BANKING EROUSES . . 1. -s sw it tll ell hl 33,529,051.51 
Orner Rear Estare. ............ «8 « 8,368 506.25 
MOGETGAGES’. . 1. 2. 6 tw tlt tl thlUlh hl hl hl hl lw 10,437 ,587.73 
Cusromers’ ACCEPTANCE LIABILITY. . . . . 1. ee e 13,286,318.66 
ROPES 6 kK KS Oe we ee ee 9 551,850.34 


$3,097,011,177.46 





LIABILITIES 
CapiraL Funps: 
CapirAL Stock . . .. . . . «. « ~~ $100,270,000.00 
SurpLus . . . . . ew ew ew ew ew ee): 1005270,000.00 
UnpivipeD ProFirs ........ 34,058 239.52 
$ 234,598,239.52 
RESERVE FOR CONTINGENCIES . . . . 2 2 2 ee e ew 15,945 320.94 
RESERVE FOR TAXES, INTEREST, ETC. . . . 1. 2. 2 «© «© 2,061 ,467.14 
DBPOSITS).. 56 as Se HRA SO te eS | See 
AGcEPTANCES OUTSTANDING .. 5 « 6 0 6 4 SO ws 16,039,954.07 
LiaBiLiry As ENDORSER ON ACCEPTANCES AND ForeEIGN BILLs . 5,962,400.72 
CORES EAABIENTINS. 6k we, wm RY 4,427,281.17 


$3,097,011,177.46 








United States Government and other securities carried at $106,136,063.40 are pledged to secure 
public and trust deposits and for other purposes as required or permitted by law. 


Member Federal Deposit Insurance Corporation 
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We Revive Distressed Businesses 


Several cases are related here, in which the bank has been able to save 
a business—with profit to the business, the bank, and the community. 


By W. C. ASCHENBRENER 


Vice President, American Bank and Trust Co., Racine, Wisconsin 


OME years ago, a small manu- 
S facturer kept his men busy on 

production jobs for one well- 
known concern in another town. 
Without warning, the buyer went 
into bankruptcy and the small local 
company was caught. It was unable 
to collect the amount due. Its of- 
ficers had not realized how much of 
the business was going to the one 
customer. Now, all the tangible 
resources except machinery, tools, 
and equipment were gone. 

The firm owed us $10,000. When 
We investigated affairs, we were 
convinced that the management 
was capable and that, if it could 
continue in business, it would be 
able to pay its obligations over a 
period of time. 

“If you go after new business 
with good responsible concerns,” we 
promised, “we’ll advance you money 
on purchase order assignments.” 

We explained that the profits 
from such orders could be applied 
on old debts. Thus, the firm could 
continue in operation, and the em- 
ployees would be kept busy. 

The president took heart and, a 
few days later, came into the bank 
with a $2,000 order. He needed 
$1,500 to pay for labor and mate- 
tials to fill the order. We gave him 
the money on assignment of the 
purchase order and kept in touch 
with progress. The profit on this 
Sale started to liquidate the old 
loan. 

We continued this arrangement 





until the entire old loan was paid 
up. Even now, however, the firm is 
not in a position to go on without 
financial help from the bank. We are 
still advancing money on the same 
kind of security. 

In the old days, it would not have 
seemed worthwhile to bother with 
such a loan. Handling accounts 
receivable security requires more 
attention than we were accustomed 
to give a single account in the past. 
Today, we go out of our way to 
encourage such loans, if we can 
satisfy ourselves that the debtor’s 
financial character is sound and that 
the purchase orders which we take 
as collateral come from reputable 
concerns. 

We take the order assignment and 
watch the progress of manufacture 





Five Steps In Reviving 

A Declining Business 

1. The troubles of the concern 
are verified. 

2. The management ability is 
appraised. 

3. The prospects of sales at a 
profit are determined. 


4. If success seems sure, the 
bank offers financial aid with 
assigned accounts as security. 


5. The profits are applied to 
the bank loan and to old debts. 
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from the time operations begin until 
the goods are shipped. The loans we 
make to the company are always 
governed by the progress of the 
work. 

There are many men in our com- 
munity who have opened small job 
shops for themselves. They are good 
craftsmen—machinists, toolmakers,. 
patternmakers, and masters of other 
trades. They employ four or five to 
a dozen or more men and usually 
have enough work to keep their 
entire staff busy. 

Sometimes, of course, when the 
bank agrees to a loan with a firm, 
it does not realize that it has actually 
made a long-term contract. One 
small firm with whom we did busi- 
ness, purchased about $5,000 worth 
of machinery on a conditional sales 
contract with the manufacturer. It 
borrowed $1,500 from us on good 
security, but with the depression, it 
became unable to meet its obliga- 
tions. 

When our help was sought, we 
secured a promise from all other 
creditors to “step aside” or consent 
to a moratorium on money due until 
the concern could show reasonable 
profits. The machinery manufac- 
turer took a chattel mortgage on all 
the machinery purchased. He knew 
that he could not realize much on 
selling it at that time, and he agreed 
to extend the obligation due him for 
three years. 

Our bank arranged to help the 
man on his current operations, and 






This factory, which employs 135 people, has had $175,000 spent for new 


equipment during the last five years. 


The expenditure enabled the 


company to triple its business, and to show worthwhile profits. 


gradually the indebtedness is being 
cleared. 

Even larger firms in the commu- 
nity have needed co-operation from 
the bank to continue operation and 
keep its employees on the payroll. 
One large concern which has been 
doing excellent business for many 
years, built a large modern factory 
and office building about 10 years 
ago. The work cost several hundred 
thousand dollars, and a good deal 
of the money was secured through 
short term borrowing. The owners 
felt sure of being able to make pay- 
ment in full in five years. Then sud- 
denly the depression came. All their 
obligations fell due, and they could 
not meet them. Although the 
creditors were unable to agree on 
extension terms, they were unwill- 
ing to foreclose. 

Our bank worked out an agree- 
ment with the creditors to wait 
until the firm shows operations 
profitable enough to work out a 
liquidating program. Meanwhile, we 
have financed them for current 
operations on the basis of assigned 
accounts. This arrangement has 
continued for eight years. Even 
though it has not been possible to 
write off much of the old obliga- 
tions, the firm is continuing to 
operate and to show some profit. 
Creditors stand a better chance of 
getting returns than before the 
bank stepped in to help. Besides, 
the bank has made a fair return on 
loans for operation. 

Our experiences with loans of 
this type have been so successful 
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that we are encouraging new ac- 
counts with business firms which 
have difficulty in meeting their 
requirements. The knowledge we 
have acquired in securing credit, 
discounts, and other services is of 
value to the small manufacturer 
who has had no experiences along 
these lines. Frequently, our advice 
has helped such men to do better 
business than they could have done 
alone, even with the necessary 
capital. 

A good deal of this kind of busi- 
ness comes to us through leads 


furnished by members of our staff. 
Just recently two young fellows 
came into the bank on such a rec. 
ommendation. For several years, 
they had been working in the ma- 
chine shop of a large plant in our 
city. They had saved about $1,500 
and decided to start a little machine 
shop of their own. After purchas- 
ing the necessary machinery and 
equipment, they found themselves 
short of working capital. 


In this case, it was character alone 
on which we based our judgment 
of the safety of a loan. We checked 
the men’s reputations in the com- 
munity, their family and personal 
habits, their employment records 
with the concern for whom they 
had worked. 


When we satisfied ourselves about 
their sincerity and honesty, we 
worked out a plan with them to 
make loans against accounts re- 
ceivable, in much the same manner 
as the cases I have described. 


Just recently, a young automobile 
mechanic came in to talk over 
starting in business for himself with 
our help. He had worked in an 
automobile plant for a number of 
years, but had been out of work for 
several months. He told us that he 
knew how to repair bodies of cars 
and was sure that he could do a 
profitable business in buying junked 
cars, repairing them carefully, and 
selling them to used car dealers. He 
had $150 of his own, and he wanted 
to borrow another $150 from us to 
start business. 


(Continued on page 704 


The use of precision machines like this enables a company to increase 
employee confidence and skill and to turn out first quality work—con- 
sequently, to maintain a good credit standing at the bank. 
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The team work of Alpine mountain 
climbers has its counterpart in the co- 
operation of the Correspondent ‘Banking 
System in helping Business over the 
unfamiliar trails of Modern Commerce. 


“Sell” Correspondent Banking | 
To Customers 


To many local, uninformed customers, correspondent banking is a mysterious activ- 
ity which may be some kind of a dangerous monopoly. Explanations similar to 
those given here make our American banking system much more appreciated. 


HILE visiting with an East- 
ern banker not long ago, I 
asked him what services were 
most useful to him which were pro- 
vided by his correspondent banks. 

“That reminds me,” he said. “It 
isn’t often that I have one of my 
local customers show an interest in 
correspondent banking. But the 
other day, one of my local manu- 
facturers indicated in a conversa- 
tion that he thought the banks 
worked together to the detriment 
of their own customers, and to the 
detriment of the country as a 
whole. 

“By telling you this story,” he 
explained, “I will answer your 
question.” 

Apparently, the customer had 
been reading some articles or books 
written by uninformed people who 
claim that banks issue money at 
will, and create fictitious credits. 
At any rate, he made a statement 
something like this: “You bankers 
have it pretty soft. You can create 
all of the credit you want, and get 
paid for it without any obligation 
whatever on your part. The money 
you lend doesn’t cost you a cent. 
This correspondent banking system 
you talk about, makes all of the 
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By JOHN Y. BEATY 


bankers stick together, and without 
any benefit to us poor fellows trying 
to make a living. You collect big 
fees, and keep the whole country 
bamboozled.” 

The banker answered this tirade 
somewhat as follows: 

“If I remember rightly, it wasn’t 
more than three or four months 
ago that you came in here and 
wanted to have a bill paid to a 
creditor in Newark, New Jersey 
within an hour. Do you remember 
that I was able to transfer the 
money and get it there in 35 
minutes?” 

“Oh, yes,” said the manufacturer, 
“but I suppose that is just a matter 
of routine.” 

“It wouldn’t be possible,” ex- 
plained the banker, “if it were not 
for our correspondent banking sys- 
tem. How do you suppose I man- 
aged that?” 

“Oh, I don’t know. That is your 
business not mine,” said the manu- 
facturer. 

“That was made possible by the 
fact that my bank has a correspond- 


ent in New York City. We have a 
large deposit of funds in our corre- 
spondent bank. We simply wired 
our New York bank to transfer the 
required amount of funds from our 
account to the account of this man 
in New Jersey. The New York 
bank immediately found out by 
telephone which was your credi- 
tor’s bank in New Jersey, and 
transferred by wire the requisite 
amount of funds. 

“This was done by transferring 
the credit on the books of the bank 
in New York to the bank in New 
Jersey, which in turn, having been 
informed by wire that it had the 
credit, transferred the money to 
your creditor. 

“If you wanted money sent to a 
man in Australia, it could be done 
almost as quickly, and because of 
our correspondent banking system, 
it would be done at very little cost 
to you. 

“Now, let us take another case. 
I noticed in your deposit this morn- 
ing that you had a check drawn on 
a bank in Calgary, Alberta. How 
long do you think it is going to 
take us to collect that money for 
you?” 

“Oh, I don’t know,” said the 
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manufacturer, “I know you hold it 
back until you get it.” 


“We'll have that check collected 
in a shorter time than you think,” 
replied the banker, “because of our 
correspondent banking system, and 
the relations of my correspondent 
bank with the banks of Canada. 


“Now, let’s take another case. Let 
us assume that you have a bill 
against a man in Billings, Montana. 
You would like to have that bill 
collected rather promptly, but you 
are afraid that if you mail him the 
bill, he will neglect paying it. You 
would like to have it presented in 
person by someone. Just turn that 
bill over to me, I will send it to a 
bank in Billings, Montana, with 
instructions to collect. The bill will 
be presented in person by the 
banker there, and he will transfer 
the money back to me very quickly 
and inexpensively. How long do 
you think it would take you to get 
that bill collected by an attorney, 
and how would you know to which 
attorney to send it? 


“Let us assume further that you 
own a mortgage on a piece of prop- 
erty in Austin, Texas. How are you 
going to collect that mortgage 
quickly and cheaply? All you need 
to do is to turn it over to our bank. 
We will send it to a bank in Austin. 
The banker there will notify the 
man who wishes to pay the mort- 
gage; the bank will receive the 
money, turn over the mortgage, and 
transfer the money to you. 


“On the other hand, let us say 
that you are thinking of buying a 
mortgage on a building in Austin, 
Texas, and you want some inde- 
pendent, disinterested appraisal of 
the value of the building. We can 
get it for you by writing, wiring, 
or telephoning to our banker there, 
who will have his real estate officer 
personally inspect the property, and 
give us a thorough, unbiased judg- 
ment as to its value. 

“Let us say that the time comes 
when our bank has loaned all of its 
available funds, and you need 
$10,000 more than you have already 
borrowed. We can get that money 
for you promptly by borrowing it 
from our city correspondent bank. 

“Let us say that you own $100,000 
worth of securities, and do not want 
to keep them in your own vault, 
nor do you want to keep them 
here in our town. You want to 
have them in New York where they 
can be readily transferred in case 
you decide to make a quick sale. 
All of that can be arranged through 
our correspondent banking system. 
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We can handle it for you through 
our correspondent in New York 
City. 

“Then too, what about the coupons 
that may be coming due? Our serv- 
ice includes the collection of those 
coupons and the transferring of the 
funds to your account here in this 
bank. 

“When you have a foreign ship- 
ment, how would you handle the 
papers through the New York port, 
or the Seattle port, or the new 
Orleans port, cheaply and quickly 
— if it were not for our correspond- 
ent banking system? We can han- 
dle all of those details for you, 
including the obtaining of the 


‘legalization of documents by foreign 


counsels. 


“If you make a shipment to some 
other town and wish the goods to 
go ‘sight draft bill of lading’, how 
are you going to make sure that the 
money will be paid before the goods 
are delivered? That can be han- 
dled through your bank because of 
the inter-bank relations we have 
with every bank in the United 
States. 

“Let us say that you have several 
shipments, none of which are big 
enough for a car load, going to 
some city. You would like to save 
on the freight because you are pre- 
paying it, or you would like to 
benefit your customers by giving 
them a carload freight rate. This 
can be done by what is known as 
pool car shipments. When the car 
arrives, we can arrange for our city 
correspondent to notify your vari- 
ous customers, and arrange for then 
to make payment, the money to be 
transferred to your account here. 


“Let us say that you have some 
document that needs to be recorded 
or examined, or have some other 
legal action taken in some large 
city. We can arrange all of those 
for you through our correspondent 
bank. 


“If you want to buy commercial 
paper, we can purchase it for you 
through our correspondents. 

“If some trust services are needed 
which our bank cannot perform, 
that can be done through our bank 
by engaging the services of the 
trust department of one of our 
correspondents. 


“Just imagine that you want to 
go to Minneapolis and meet the 
treasurer of some firm there, upon 
whom you would like to make a 
favorable impression. You have no 
way of being properly introduced 
to the man except to walk into his 
office cold. Just let me know when 


you are going, I will arrange for 
a personal introduction through 
our correspondent in Minneapolis, 
One of the officers of the bank who 
personally knows the man you want 
to meet, will arrange the interview, 


“Suppose you get a signature on 
some document which you would 
like to have verified. That can be 
arranged by our sending the docu. 
ment to our correspondent bank, 
which either has an authentic sig. 
nature on file, or can easily get it. 


“Suppose you want a credit re- 
port on a prospective customer in 
Alhambra, Calif. Our correspond- 
ent bank will supply it.” 

“Well,” interrupted the manv- 
facturer, “you don’t need to go any 
further. I understand now that 
without our American correspond- 
ent banking system, all we would 
have would be the services of the 
local bank. Manufacturing could 
not easily be carried on in a small 
town. The facilities needed and 
supplied by banks could not easily 
be supplied except through a larger 
city bank. 

“I can appreciate, now, that by 
our present system, all of the serv- 
ices available in the larger city 
banks are available to me here in 
our little town. 


“QO. K. You’ve sold me. I'll never 
say anything about banking mon- 
opolies again.” 

An explanation something like 
this might well be given to all cus- 
tomers before the question comes 
up. Every customer has a right to 
know of the remarkable services 
provided by our American Corre- 
spondent Banking system. 


Hours Adjusted For 
Personal Loans 


Many bankers who have promoted 
the personal loan idea, have dis- 
covered that the regular banking 
hours are not well adapted to the 
personal loan business. 


Most men who work during the 
day, find it difficult to get into the 
bank during banking hours. 4 
Florida bank has overcome this by 
placing the personal loan depart 
ment in a separate room in th 
bank building which has an out 
side. entrance. This department i 
kept open, not only all day, bu! 
during the early hours of the ev 
ning. In this way, a workman ca 
call at the department either # 
make a loan, or to make payment 
at hours that are convenient to hil 
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“T Work With The Auto Dealers” 


Says A Banker With 63% Of Deposits Invested In Loans 


This banker recognizes that those who sell cars are originators of loans, for 
their products usually require financing, He has studied the automobile retail- 
ing business and takes advantage of the sales efforts of the local salesmen. 


HERE is no other business in 
T this town that has so many po- 

tential cash customers as the 
automobile dealer has,” said the 
president of a bank I was recently 
visiting. 

“You don’t mean to tell me,” I 
countered, “that the people here 
pay cash for their automobiles.” 

“Well, no,” he said, “they pay 
cash as a down payment, and then 
give a note, usually to the bank, for 
the remainder. I mean that they 
have a sufficient down payment to 
buyanewcar. Ofcourse, you know, 
what I mean is that they use the 
old car as down payment. But that 
is just as good as cash, for the deal- 
ers have a good market for second- 
hand cars. 

“The thing I wish to emphasize,” 
he explained further, “is that there 
is no lack of buyers for the local 
automobile dealers. The only rea- 
son why one dealer sells fewer cars 
than others, is because he doesn’t 
work as hard. The prospects are 
here. They have the down pay- 
ments. 

“Every car that is over a year old, 
and there are plenty of them in this 
vicinity, is a potential down pay- 
ment for a new car. 

“Even the man who buys a used 
car has a down payment on the next 
used car he wishes to buy. 

“T have mentioned this to several 
of the dealers who are not doing so 
well. Apparently, it give them en- 
couragement, and they have done a 
better job ever since.” 
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As related to 


J. R. CUDNEY 


“Where did you get that idea 
originally?” I asked. 

He explained that he had attended 
a regional sales meeting held by the 
manufacturer of one of the local 
dealers, and this point was prom- 
inently brought out at that meeting. 
The dealer discussed the idea with 
the banker when they returned to- 
gether that evening. The dealer said 
that he was going to keep that in 
mind, and visit every car owner in 
the community whose car was a 
year old or more. He has kept his 
word, and is selling more cars this 
year than ever before. 

The banker was unusually pleased 
because every new car sold is a 
potential loan for the bank. The 
banker has trained his local dealers 
to discuss their prospects with him 
so that he may be prepared ahead 
of time to pass on the credit of the 
prospective buyer. 

As a matter of fact; whenever he 
has spare time, he checks over the 
list of car owners which one of his 
dealers has secured from the Secre- 
tary of State, and conducts what- 
ever investigations are necessary in 
order to pass judgment on the 
credit standing of each man who 
has a down payment on a new car. 

“How do you find time to do all 
of that detailed work?” I asked. 
“You seem to be very bnsy.” 

“Oh, it isn’t such a hard job,” he 


said. “While the bank is open, of © 
course, I am quite busy and I have 
many callers. But after the bank 
closes in the evening, and often be- 
fore the bank is open in the morn- 
ing, I have an hour or more which 
I can use for this work. 

“As a matter of fact, I don’t neces- 
sarily do all of the investigating 
myself. I have some of my officers 
do it, and I have a director who 
helps a great deal on this matter of 
credit studies.” 

When I discussed the subject with 
the local automobile dealer, I found 
that he was an enthusiastic booster 
for the banker who had gone to the 
meeting with him. 


“Anybody who deserves credit 
can certainly get it there,” he said. 
“But, try to get credit at the other 
bank in this town. For some reason 
or another, the officers there haven’t 
studied the automobile business. 
They are still thinking in terms of 
the business as it- was years and 
years ago when the automobile was 
a luxury and not a necessity. 


“They are still thinking of the 
old-fashioned type of dealer whose 
manufacturer required him to take 
a certain number of cars every 
year, and who often was forced out 
of business because of his inability 
to sell the number required. That 
isn’t done nowadays, and my banker 
knows it. The other one seems to 
have the idea that the manufacturers 
are still trying to force cars on the 
dealer.” 

(Continued on page 699) 





How Can We Pay Higher Interest On Savings? 


Here is one banker who believes that some important new view- 
points are needed with respect to savings. He invites others to 
agree or disagree. The editors shall be glad to hear your views. 


OR a long time, we have been 

listening to our fellow bankers 

discuss lack of earnings and 
the need for reduction ef the inter- 
est rate on savings deposits. And 
where steps have been taken to 
require sufficient balances in check- 
ing accounts or to make compensat- 
ing charges, and where earnings are 
still not sufficient, there can be no 
doubt that a reduction in interest 
rates to depositors is justified. It is 
assumed, of course, that most banks 
have already reduced their operat- 
ing costs to a minimum, consistent 
with continued efficient operation. 

Unfortunately, however, we are 
between the proverbial “upper and 
nether millstones”, one being the 
millstone of keen competition for 
the savings dollar (which should 
make us careful to make interest 
reductions a last resort), and the 
other the millstone of low earnings 
which, after every possible step 
has been taken to improve them, 
may still require a reduction in in- 
terest rates to depositors. 

But, while many commercial 
bankers find themselves in this posi- 
tion, we have also seen advertising 
copy and heard radio broadcasts in 
which retail credit bankers (who 
compare themselves with commer- 
cial bankers as wholesalers of 
credit) declare that they are now 
paying the highest rate on savings 
deposits allowed by regulations. I 
have heard several of these bankers 
say that they could afford, if al- 
lowed, to pay an even higher rate 
of interest than the present maxi- 
mum of 244%. 

Having knowledge of the un- 
doubted ability of many of these 
bankers, it seems obvious that there 
is some difference between the con- 
ditions under which such bankers 
operate and those under which 
commercial bankers must carry on. 

A comparative examination of 
statements of condition is enlighten- 
ing, for, while the commercial 
banker is carrying large cash bal- 
ances, a high ratio of government 
bonds and other securities against 
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By G. FRED BERGER 


Treasurer, Norristown-Penn Trust Co., 
Norristown, Pa. 


all deposits, the banker who terms 
himself a dealer in retail credit 
has a commendable ratio of liquid- 
ity against such demand deposits as 
he may carry, while he usually car- 
ries a very high ratio of 12- to 18- 
month installment paper on which 
his gross return is from 9% to 12% 
or more. 

It is true that the commercial 
banker would make more local 
loans if he could find them; and 
that many bankers are, in order to 
obtain a better ratio of earning 
assets, entering this so-called retail 
credit field. But with the present 
position of commercial bankers in 
effect, which is practically to at- 
tempt to operate banks with demand 
obligations vs. comparatively long- 
term assets, their entry into the 
longer term retail credit field must, 
of necessity, be on a somewhat 
limited scale due to the fact that 
commercial bank management must 
keep a weather eye on deposit lia- 
bilities and possible depositor de- 
mand. 

Just why, then, can these other 


How Restricted 
Withdrawals Would 


Benefit Everyone 


1. The depositor would know 
that bank runs would be un- 
likely. 

2. The bank would be safer 
when savings are invested in 
longer term assets. 


3. Supervisors could better 
encourage lending for safety. 


4. Stockholders would receive 
more uniform dividends. 


5. Officers and employees 
could expect more income. 


bankers invest such a high ratio of 
their savings deposits in installment 
paper running for comparatively 
longer terms? It is true that a fair 
portion of their deposit liability is 
made up of accounts to which in- 
stallment payments are credited, so 
that these deposits are, in effect, 
direct offsets against loans and are 
therefore not directly withdraw- 
able by depositors. 

But an examination of deposit 
totals will verify the fact that the 
high ratio of installment paper 
holdings is against total savings 
accounts and that examination of 
commercial bank assets vs. savings 
accounts will—and should—show 
no such ratios. 

There is a reason, and an inter- 
esting one. If you will examine the 
savings passbooks of most of these 
retailers of credit you will find, 
that provision is made for the right 
to require 30-60-90 days written 
notice of withdrawal, but, in addi- 
tion, you will find a clause which 
reads something like this: 

“The bank also reserves the 
right to limit the aggregate 
amount of savings withdrawals 
in any one calendar month to an 
amount not exceeding its net re- 
ceipts of the preceding month, in 
which event withdrawals will be 
allowed in the order presented.” 

In effect, therefore, savings de- 
posits of commercial banks are 
demand deposits and must be 
treated as such, while deposits made 
under such a protective clause are 
in fact funds which may be safely 
invested in longer term loans and 
investments at higher rates. On 
these funds, the banker can well 
afford to pay a better rate and thus 
successfully compete for the sav- 
ings dollar. While many bankers 
feel that they are no longer inter- 
ested in the savings dollar, I’m not 
so sure that they will not regret 
that decision in the not too distant 
future. Savings accounts are still 
the “backbone” of commercial 
banking in most sections. 

The retail credit banker will tell 
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you at once that he has never in- 
yoked this protective clause, and so 
far as I know, this statement is 
absolutely correct. With reasonable 
liquidity and a continued volume 
of installment payments ever avail- 
able, even in the darkest days, most 
all of these bankers weathered the 
storm without invoking other than 
the written notice of withdrawal 
protection, and many did not find 
that protection necessary. 

But this record doesn’t prove that 
the protection already noted isn’t 
the key to the reason why these 
banks can safely afford to carry 
such a high ratio of longer term 
paper and, as a result, pay the high- 
est interest rates allowed by pres- 
ent-day regulations! We don’t have 
to set fire to our properties to prove 
the value of carrying fire insurance! 
But we carry it just the same. 

I have mentioned the use of the 
clause to a number of commercial 
bankers. Their first reaction is that 
it can’t be used. Then they do some 
careful reflecting and are not so 
sure that the retail credit bankers 
“haven’t something there.” 

Actually there appears to be no 
law or regulation which would pre- 
vent the adoption of such a rule by 
commercial banks insofar as their 
savings deposits are concerned. 
Most regulations require that banks 
shall reserve the right to demand 
at least 30 days written notice of 
withdrawal in order that such de- 
posits may be classified as “time 
deposits” for reserve purposes. But 
if a bank wishes to invoke a greater 
protection, there appears to be 
nothing to prevent. 

Bankers would probably feel bet- 
ter if such a rule were a matter of 
regulation. But let’s remember that 
most of the provisions of Regulation 
“Q” of the Board of Governors of 
the Federal Reserve System and 
Regulation IV of the Federal De- 
posit Insurance Corporation cover 
principles on which we, as bank- 
ers, should long ago have agreed as 
a matter of sound banking policy. 

Let’s consider, from the point of 
view of savings depositors, bankers, 
supervisory authorities, and others, 
just what the inclusion of such a 
protective clause would achieve: 


1. From the savings depositor’s 
point of view—As a matter of 
record, the retail credit banker 
hasn’t had to invoke the pro- 
tective clause, so, the depositor 
hasn’t been affected. Suppose con- 
ditions were such that it were 
needed! The depositor at once 
may be assured that rushing to 
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the bank to get ahead of the other 
fellow wouldn’t be an advantage 
—and we know that just that 
possibility is one reason for at 
least part of our present invest- 
ment limitation and our result- 
ing low ratio of earning assets. 
The depositor, therefore, has sta- 
bility assured, and the higher 
ratio of earning assets made pos- 
sible by the protective clause— 
and the resultant higher earnings 
—enables payment by the banks 
of a better rate of interest on sav- 
ings deposits. Their competition 
for the savings doilar is greatly 


strengthened, an important fac- 
tor if credit for expansion pur- 
poses is to again come from sav- 
ings, as it is believed it should. 

2. From the banker’s point of 
view—The protective clause en- 
ables him to “use two hands” on 
his investment policy and if he 
really wishes to serve his commu- 
nity by advancing: personal and 
consumer credit, he can do so with 
safety and a good return upper- 
most in mind, realizing that li- 
quidity out of installment pay- 
ments and new deposits more or 


(Continued on page 689) 
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ITH the writing of a draft or 
W cashier’s check for a customer 

of the Iowa-Des Moines Na- 
tional Bank and Trust Company, 
Des Moines, Iowa, no time is wasted 
in the preparation of the necessary 
register record. That record is pre- 
pared even before the ink has dried 
on the check. In addition, the re- 
sulting record is very legible, and 
the data so arranged as to facilitate 
reference and filing. 

After experimenting with various 
systems, the bank devised a register 
form with 50 horizontal lines, in 
which a record can be made cover- 
ing that many checks. It fits into 
a specially constructed electric re- 
turn typewriter equipped with a 
ten-key selective column tabulator 
and journal rack. 

When a customer orders a draft 
or cashier’s check, the exchange 
teller hands the requisition to the 
machine operator in rear of the cage. 
In the time it takes the teller to 


Register Facilitates Draft Reeoncilement 


By making the register entry with a carbon under the draft 
or cashier’s check, no errors in payee or amount can be made. 


By J. K. NOVINS 


count the money, this operator pre- 
pares the check or draft, the oper- 
ation resulting in a duplicate record 
on the register. By the time the 
teller has finished counting the 
money, the draft or check is handed 
to him to date and sign. 


The machine operator first types 
the name of the purchaser in the 
first column of the register. The 
next two columns, those showing 
the name of the payee and the 
amount of the check or draft, are 
covered with a piece of carbon, on 
top of which is inserted the blank 
check or draft. Thus, one typing 
is necessary to reproduce the payee 
and amount on both the check and 
the register. 

Then, after the check or draft 
has been handed back to the teller, 
this operator types in on the regis- 




































































ter the amount of exchange, the 
number of the draft; and after tab. 
ulating to the correct bank, puts the 
amount in the _ respective bank 
column. 

Across the top of the register, 
which measures 1514 by 19% inches, 
are listed the names of the banks 
upon which drafts are most fre- 
quently drawn. It is necessary for 
the operator to type in only the 
amount in the respective column. 
The last column is used for mis- 
cellaneous drafts, in which the loca- 
of the bank as well as the amount 
is noted. 

F. C. Davis, comptroller of the 
bank, who devised the system, 
claims that it has particularly facil- 
itated the reconciling of drafts. 
When the checks in any particular 
column have all been paid, the 





The Routine Of Making 
And Recording A Draft 


1. The customer makes a req: 
uisition. 

2. The exchange teller hands 
the requisition to a machine 
operator. 


3. As the teller counts the 
money, the operator writes the 
draft, making a carbon record 
on the register. 


4. The draft is handed to the 
teller who dates and signs it. 


5. The machine operator types 
the name of the purchaser and 
enters the amount in a column 
headed with the name of the 
bank on which the draft is 
drawn. 

6. The amount of exchange 
collected is entered in another 
column. 

























In writing a draft or cashier's check a 
record is automatically reproduced on the 
register. Illustrated here is the electric 
carriage return typewriter used by the 
bank for the writing of drafts and prepara- 
tion of the register record. 
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auditing department simply makes 
a check mark above that column. 
A large check mark is made on the 
sheet when all of the checks are 
paid. 

Furthermore, the use of this 
register makes it easy for the audit- 
ing department to look up any 
drafts. Other advantages are the 
saving in filing space, and the 
greater legibility of draft and regis- 
ter. On these points, Mr. Davis 
said: 

“Previous to 1930, this bank used 
a pen and ink system in the draft 
cage, with a loose leaf draft regis- 
ter, with the drafts being written 
by hand. The principal objection to 
that system was the appearance of 
both the draft record and the draft 
itself, as few tellers are good 
writers. 

“In an endeavor to overcome this 
situation, we installed in 1930 a 
duplicate draft system whereby the 
draft was written on a pin-point 
typewriter and the carbon copy used 
as a draft register. Although this 
system overcame the problem of 
legibility of the draft and the rec- 
ord, we were then confronted with 
the problem of filing and filing 
space, also the difficulty of looking 
up a draft when we did not have all 
of the data concerning its issuance. 

“In some cases, the customer did 
not know either the date, the 
amount, or the bank upon which 
the draft was drawn, and conse- 
quently it was a tedious job to go 
through the duplicates of each bank 
until the draft was finally located. 

“The difficulty was solved when, 
a year ago, we installed the present 
system of writing the drafts and 
making the record at the same time. 
The new register form not only 
makes it easy to prepare the record 
but effects a considerable saving in 
filing space, as the one sheet covers 
a great many items. Aside from 
that, we now have a record that is 
legible and absolutely accurate, in- 
asmuch as the data relating to the 
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amounts and names of payees is 
entered by carbon when making out 
the checks. 

“We have fotind that this system 
requires about the same time that 
was required when we used the pin 
point duplicate system, but there is 
the advantage that the work is now 
more evenly divided between the 

















two clerks. During the average — 
month these two clerks in the ex- 
change cage write approximately 
3,200 drafts and cashier’s’ checks 
under this system. In addition, 600 
certified checks, expense and sus- 
pense checks, and 1,000 city return 
advices, are typed on a pin-point 
machine.” 


“Wheels Of Industry” Displayed In Bank 


ARTHUR O. LEMON f 
Wheels’ | 


roatnor Bvery: 


The American National Bank of 
Kalamazoo, Mich., makes it a prac- 
tice to donate the use of some 
vacant space in its lobby to its cus- 
tomers who have interesting prod- 
ucts resulting from their manufac- 
turing operations. 

The picture herewith shows the 
exhibit made by a local manufac- 
turer who makes bicycles, tricycles, 
children’s wagon’s and baby car- 
riages. 

The bank feels that it not only 
secures a great deal of good will 
from its manufacturing customers, 
but also interests its depositing cus- 
tomers who enjoy coming into the 
bank to see the new exhibits. 

The manufacturer makes his own 
display. The bank merely furnishes 





the space. There is a great demand 
for the use of this space on the part 
of manufacturing customers, and it 
*has much more than paid its way so 
far as rental is concerned. 


Research Report On 
Personnel Management 


The Third Annual Report of the 
Research Committee of the Indiana 
Bankers Association on bank per- 
sonnel will be found to be of value 
to organizations other than financial 
institutions, and the division of the 
book into parts permits of its use 
either in detail by banks or for 
particular sections by other organi- 
zations. 


(Continued on page 687) 
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Field Warehouse Loans Are Everywhere 


The idea that field warehousing can be used as a basis for 
loans in only a few favored places surely must be based on 
a lack of understanding of this modern type of collateral. 


URING the last few months, 

I have had opportunity to 

discuss field warehousing as 
a basis for bank loans with bankers 
in about 25 different states. In 
many cases, I was met with the 
statement, “Oh, that is all right for 
banks in the big cities, but there is 
no chance for such a loan in our 
community.” 

After discussing the local situa- 
tion with each banker, I usually 
found that there were prospects in 
his community who were customers 
of the bank, and needed periodical 
loans which could well be secured 
by field warehousing some of their 
raw material. 

For example, a banker in Ohio 
had said that there was no industry 
in his town that used warehousable 
raw materials. However, when I 
went over a list of the industries 
with him, I found that there was 
a manufacturer of printed forms 
used in offices over a wide territory. 
These forms, of course, were printed 
from standard sizes of paper stock, 
and this company had rather large 
quantities of paper stock on hand 
most of the time. 

There were times, too, when 
paper could be bought to advan- 
tage in rather large quantities, but 
in order to make the saving, it was 
necessary to hold the paper for 
several months. 

This paper stock is salable on the 
open market at any time for cash, 
and so, it is a warehousable com- 
modity. Field warehousing is the 


ideal method of using it for security.’ 


Since I was there, I have had a 
letter from the banker in which he 
stated that he had arranged for a 
field warehouse company to fence 
off a part of this company’s plant 
so that the excess paper stock might 
be kept under lock and key, and 
guarded by a custodian. The cus- 
todian is a local man who is bonded, 
and the paper is released to the 
printing firm as it is needed, and as 
the loan is paid. Whenever pay- 
ment is made on the loan, the bank 
issues a release for a definite amount 
of the paper stock. In this way, the 
company has no delay whatever in 


654 


By BEN YOCUM 


getting money when necessary. 

The matter of passing on the loan 
by the loan committee is routine 
because the security is ample, and 
readily salable. The basis for this 
security is the custodianship of a 
well-financed and adequately 
bonded field warehouse company. 
It is this company that is respon- 
sible to the bank for any loss that 
might occur in the stored com- 
modity. 

As a matter of fact, such losses 
are rare, but if one should occur, 
the warehouse company would 
make good to the bank for the full 
amount of the loan. 

In West Virginia, I talked with 
a banker who was sure that there 
was no manufacturer in his town 
who could be interested in field 
warehouse loans. As I drove into 
the place, I had noticed a fairly 
large candy factory. I asked him 


15 Commodities That 
Have Been Successfully 
Field Warehoused 

. Paper stock 

. Sugar 

. Lumber 

. Mahogany logs 
Salt 

Coal 

. Frozen fish 

. Apples 

Corn 

Wheat 

. Canned goods 
. Cheese 

. Pickles 

. Hides 

. Oil 


onMnn nw kr OND 


eee 
oF O ND & © 


about the candy factory, and learned 
that he did not know very much 
about the activities of the manage- 
ment. 

“Would you object to my visiting 
the factory, and finding out some- 
thing about the amount of sugar 
bought and stored?” I asked. 

“No,” he said, “if you can dig up 
a loan for me, I sure would appre- 
ciate it.” 

At the factory I learned that the 
management was planning on ask- 
ing the bank for a loan which 
would be several thousand dollars 
beyond its open line credit arrange- 
ment. The purpose of the loan was 
to buy sugar before the price would 
advance, and it was reasonably cer- 
tain that the price would advance. 

I reported to the banker and the 
result was that in a few days a 
satisfactory field warehouse loan 
had been made. 

In Maine, a lumber manufacturer 
found that he could handle his busi- 
ness much more easily and make 
additional profits by field ware- 
housing a part of his lumber. The 
bank in turn, obtained additional 
loans, and everyone was better off. 

In Louisiana, a bank advanced 
money on mahogany logs that are 
regularly shipped in from South 
America. The money in this case 
was used to install new sawmill 
equipment. Enough logs were on 
hand so that there were plenty to 
use for current operations, even 
though a part of them were under 
the lock and key of the field ware- 
house company. 

In Michigan, a packing house 
needed some additional funds, and 
used several carloads of salt in 
storage as a basis. 

In Wisconsin, coal is used as secu- 
rity for field warehouse loans at 4 
number of the lake ports. 

In Minnesota, several fishermen? 
who freeze their catch in the winte! 
time, and hold it for a month @ 
two for the spring trade, finance 
their operations by the field ware 
housing process. 

In Washington, a lumber operato 
pays interest to his local bank thal 
the bank would not otherwise g¢ 
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if it were not for a field warehouse 
company taking charge of the newly 
sawed lumber. 

In Iowa, a bank has financed an 
orchardist who stores a part of his 
apple crop for higher prices later 
in the season. 

In Nebraska, corn in large locked 
cribs is in charge of a field ware- 
house custodian to protect a bank 
loan. 

In South Dakota, wheat is stored 
under the guardianship of the field 
warehouse company. 

In New York, a canned goods 
manufacturer now uses his bank 
whereas before, he had consider- 
able difficulty in getting the neces- 
sary funds. 

In Wisconsin, 


cheese is stored 


under a field warehouse arrange- 
ment. 

In Kentucky it is pickles; in 
North Dakota, hides; and in Okla- 
homa, oil. 

In each of these cases, the local 
banker found that, whereas he 
thought that he had no opportu- 
nity to use this field warehouse 
method of security, he discovered 
that there was some local borrower 
who needed funds, and who could 
satisfy the bank loan committee 
easily, by putting his raw products 
in charge of a field custodian. 

In some places, manufactured 
goods have been put into storage 
for this purpose. In such a case, the 
goods usually, are on order for 
future delivery. 





Our Dealers Create 30% Of 


Our Loans 


This is the story of a country bank which 
depends quite largely on those loans created 
by feed, farm machinery, and automobile 


dealers. 


Nearly a third of its loans are based 


on the activities of these local merchants. 


By J. V. 


HE more country banks I visit, 

the more I realize the impor- 

tance of the local merchant 
who sells feeds and equipment to 
the farmers of the community. 
These are products which quite 
often require financing. Only occa- 
sionally does the average farmer 
wish to pay cash on delivery. 
That means that when the banker 
has a working arrangement with 
dealers in these commodities, the 
bank is likely to get an increased 
number of farmers’ loans. 

For some reason or other, a 
farmer who does not have the cash 
to pay for such goods, has not been 
inclined to go to the bank first and 
arrange for the money. Instead, he 
goes to the dealer, and makes his 
selection. Then it seems to be up 
to the dealer to suggest a way of 
handling the finances. 

Perhaps the reason for this is, 
that the dealers have had to make 
it appear easy to a farmer when 
Such goods are needed—easy to 
get them, easy to use them, and 
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easy to pay for them. Manufac- 
turers have understood this, and so 
have encouraged dealers to arrange 








ahead of time for financing plans. 
At first these plans centered largely 
around the manufacturers them- 
selves, but largely as the definite 
results of the many articles pub- 
lished in Bankers Monthly, over a 
period of years, and the personal 
work done by its editors in co- 
operating with manufacturers, most 
manufacturers now greatly prefer 
to have the financing handled at 
the local bank. 

In the first place, the manufac- 
turer realizes that it is much better 
for him to stick strictly to the 
manufacturing business, and to not 
attempt to engage in the banking - 
business as well. : 

In the second place, the manu- 
facturers have discovered that local 
dealers actually sell more goods 
when the financing is partly taken 
care of at the local bank. Many of 
them have gone a long way toward 
educating dealers in this respect. 
In short, the manufacturers of 
goods and equipment have helped 
materially to direct thousands of 
farmers loans to the local bank. 

As an illustration of. the extent 
to which this local financing may 
go, I should like to tell of a con- 
versation I had with a banker in 
Iowa. When I asked him if local 
dealers helped to create loans for 
his bank, he made the prompt 
reply, “Fully 30% of our loans are 
created by dealers.” I was surprised 
that he knew the exact percentage. 
But he told me upon further ques- 
tioning that he had recently won- 
dered himself just what the per- 
centage was, and had computed it 
only a few days before I called. 
These loans include those made for 
the purchase of supplementary 
feeds for livestock, for the purchase 
of farm machinery, and for the 
purchase of automobiles. A few 
also were made for the purchase of 
lumber to be used in the construc- 
tion or repair of farm buildings. 

The community in which this 
bank is located is a very important 
livestock fattening territory. While 
some calves are fed which are 
born locally, great quantities of 
cattle and sheep are brought in 
from the western ranches, and fin- 
ished for market here. 

During the past few years, these 
feeders have learned that their 
profits are greatly increased when 
the corn they have raised is sup- 
plemented by scientifically formu- 
lated feed. 

“There was a time,” said my 
banker friend, “when we here in 
the bank thought that a farmer 


(Continued on page 688) 
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Air Conditioning Saves Factory Dollars 


Bankers are discovering that air conditioning may be an important fac- 
tor in a borrowing manufacturer’s production costs. It is to their own 
interests, therefore, that he seriously consider all its possibilities. 


By WILLIAM B. HENDERSON 


Executive Vice President, Air Conditioning Manufacturers’ Assn. 


O THE average citizen, air con- 

ditioning means that modern 

invention which provides a 
cool, comfortable haven of retreat 
from the hot, dusty streets in the 
summer. But to many an indus- 
trialist, it is far more than that, for 
air conditioning is widely employed 
by industry to manufacture the 
artificial climate required for cer- 
tain industrial processes. In fact, 
comfort of human beings was un- 
thought of at first. Rather, air con- 
ditioning was born of industrial 
necessity about 40 years ago, to 
meet the insistent demands of 
printing, textile, and confectionery 
interests which needed some means 
of securing a measure of independ- 
ence from the wide variations of 
America’s vagrant climate. Out of 
these demands grew a scientific 
technique for regulating the tem- 
perature, humidity, movement, and 
cleanliness of the air which is today 
known as air conditioning. 


Used For 300 Ditterent Products 


Today, the manufacturers of more 
than 300 different products have air 
conditioning equipment in obscure 
corners of their plants, quietly and 
modestly operating to produce ex- 
actly the right air conditions needed 
for uninterrupted and efficient man- 
ufacturing processes. A _ slightly 
humid climate may be needed, as 
for textiles, or a cool one, as for 
candy, but whatever the require- 
ment, and whether the product is 
cigarettes, glass, chewing gum or 
groceries, air conditioning is faith- 
fully fulfilling its assignments. In 
extreme applications, air condition- 
ing outdoes Nature, herself, in 
creating torrid heat, arctic cold, or 
the humidity of a tropical rainstorm. 

Of consequence to the banker is 
the fact that industrial air condi- 
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tioning systems are invariably pur- 
chased because the manufacturer 
expects to accomplish certain pre- 
determined advantages such as in- 
creased output, reduced spoilage of 
goods in process, leveling out of any 
seasonal production curves, a higher 
quality product, etc. So far as is 
known, industrial air conditioning 
has never failed to live up to its 
expectations, despite the fact that 
virtually every application is dif- 
ferent and accordingly involves 
special engineering. 


Materials Change With 
Temperature And Humidity 


Why, then, is air conditioning 
such an important contribution to 
modern industry? The answer lies 
in the many, many substances 
whose properties undergo a marked 
change with fluctuations in the 
temperature and humidity of the 
air. Sometimes the air condition- 
ing equipment is designed to main- 
tain a fixed humidity, with little 
regard for the temperature; some- 
times, it is the other way around; 
and frequently, both factors must 
be brought under close control. 
Usually the optimum conditions 
provided for the materials being 
processed are also more comfort- 
able for employees, but this is apt 
to be a fortunate happenstance. 
Except when air conditioning is in- 
stalled for the purpose of increas- 
ing efficiency of workers by making 
them more comfortable, the ap- 
proach to the problem is material- 
istic rather than humanitarian. 
Having such a tangible approach, 
the banker can look to the engineer 
for the facts about a proposed air 
conditioning installation, and bal- 
ance the estimated financial bene- 
fits to the customer against the cost 
of the installation. 


Examples Of Industrial Air 
Conditioning 


Because the industrial services 
performed by air conditioning are 
so diversified, perhaps the best way 
to illustrate them is to cite ex- 
amples. The textile industry, a 
pioneer in this field, is a good one 
to examine ffirst. Consider this 
about textiles: A dry fibre is brit- 
tle, easily broken. A wet fibre is 
soft, too easily stretched. But « 
fibre containing just the correct 
amount of moisture—thanks to air 
conditioning—is neither too brittle 
nor too soft, but is strong and 
pliable. It makes a yarn which can 
be spun easily, continuously, rapid- 
ly, with few broken ends. 


Incidentally, a profound change 
has been wrought in the cotton in- 
dustry with the development of air 
conditioning. In 1881, the South had 
a bare 5% of the cotton spindles of 
the country, while 81% was oper- 
ating in New England because its 
average climate was best suited to 
cotton weaving. Now that the mills 
can make their own climate, we 
find most of them in the South, 
close to their raw materials and 
low-priced labor. 

One branch of the textile indus- 
try, rayon manufacturing, depends 
for its very existence on air condi- 
tioning, because continuous produc- 
tion would be utterly impossible 
without it. Here, air conditioning 
controls the chemical reaction while 
the raw materials are being pro- 
cessed, and fixes the physical prop- 
erties of the product while it is be- 
ing spun into cloth. 


In The Candy Business 


A confectionery manufacturer, be- 
fore the advent of air conditioning, 
had to be something of a weather 
prophet along with the other skills 
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of the trade. He planned his sched- 
ule according to the weather, and in 
a tight spot, his guess governed the 
margin between profit and loss. 
The story is told of the Chicago 
candy manufacturer who secured 
a big contract for early summer 
delivery. With the aid of govern- 
ment weather forecast, he gambled 
on the delivery date. But abnor- 
mally hot weather set in during the 
drying process, ruining the job and 
causing the loss of the contract and 
all his investment in materials. 
Nowadays, air conditioning abso- 
lutely eliminates such spoilage, in- 
creasing and bettering production, 
and lowering costs. 

To set forth some of the facts 
about air conditioning on paper 
without mentioning the latter itself, 
would be omitting a highly impor- 
tant phase of the paper business. 
Paper is most sensitive to weather 
vagaries. A sheet of paper a yard 
square will literally crawl in a few 
seconds if removed from a cold, dry 
room into a warm, humid atmos- 
phere. You can imagine what this 
means to printers, who in mul- 
tiple-color impressions, must regis- 
ter different colors to hairline accu- 
racy. Printing and_ lithograph 
houses have found that replacing 
chance and luck with controlled 
atmosphere pays them handsome 
dividends. 


Cigars And Cigarettes 


Tobacco manufacturers consider 
air conditioning essential to their 
business. The American Tobacco 
Company increased production of 
its Philadelphia plant from 3,600 to 
4,000 cigars per machine per day, 
decreased rejects by 75%, and re- 
duced employee turnover for a total 
annual saving of $29,546 by the 
installation of an air conditioning 
system which, by the way, cost only 
$6,174 per year to own and operate. 
When tariff and labor conditions 
made it almost impossible to con- 
tinue making the famous Corona 
cigars in Havana, the manufacturer 
moved his plant to New Jersey and 
installed an air conditioner to simu- 
late the Havana climate. 

Cigarette makers use air condi- 
tioning during the process of strip- 
ping tobacco leaves, thereby saving 
from 10 to 25 per cent more of the 
leaf when the stem is removed. In 
drying the tobacco, air conditioning 
cuts the drying time to 24 hours 
instead of from three to seven 
days, depending on the weather. 
And finally, in the manufacturing 
and packaging of cigarettes air 
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conditioning insures uninterrupted 
operation of intricate, high-speed 
machinery. 


In The Food Industry 


The food industry is another ex- 
ample of extended use of air condi- 
tioning because, of course, most 
foods are highly susceptible to im- 
proper temperatures and humidities. 
Chicago’s great meat packers use it 
in nearly every process from the 
time the animals are led from the 
corrals until meat is shipped out in 
railroad cars. In killing rooms, air 
conditioning is making production 
possible during hot summer months | 
when government inspectors used 
to shut down plants for sanitary 
reasons. A Pennsylvania’ packer 
chills hogs at a rate of 4,500 a 
week. Without air conditioning, 
weekly production was only 2,800. 


Millers and bakers also find air 
conditioning a profitable tool. An 
Indianapolis miller has equipment 
to control humidity and cut “in- 
visible loss’”—when flour dries up 
and blows away with the breeze. A 
Los Angeles bakery controls tem- 
perature and humidity to produce 
hardness or softness .n bread ‘loaves. 
And a Louisiana bakery increases 
production 20% by cooling 900 
‘loaves in an hour and a half; cool- 
ing used to take five hours. 

Cooling vegetables by air condi- 
tioning immediately after harvest 
removes the burning heat of the 
fields and preserves commodities 
for shipment and siorage. In a 
Pittsburgh storage house for banan- 
as, more than 500,000 pounds of 
the fruit can be ripened slowly or 
quickly, or preserved in the same 
condition. 

Drying walnuts is usually done 
by exposing them to the sun. Some- 
times it takes days, and frequently 
the nuts are brown on one side, 
grey on the other and dried out 
inside. But a walnut farm near Los 
Angeles dehydrates walnuts scien- 
tifically with air condit.oning 
equipment. And where the average 
ranch is lucky to have 60% of its 
output rated “Grade A”, this one 
reports that nearly 100% of its crop 
gets top rating. 

Before installing air conditioning, 
a Pennsylvania company could 
grow only two crops of mushrooms 
a year because of summer heat. 
Now, growing houses produce three 
crops a year. 


Used In Many Different Industries 


However, the advantages of air 
conditioning are not confined to the 
(Continued on page 686) 
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Face To Face Contacts 


The Best For Public Relations 


Printed matter has its place, radio programs spread a bank’s message, but 
no form of public relations is quite so effective as face to face contacts. 


The following is an explanation of 
the experience of a very successful bank 
officer. I have given it in the words he 
used in explaining it to me. It has done 
so much for his bank that it seems im- 
portant to pass the experience on 
to others.—M.G.H. 


E HAVE discovered that, 

when we visit our customers 

instead of waiting for them 
to visit us, they then come to the 
bank more often, use our facilities 
more intelligently, and make our 
public relations job easier. 

Some customers are located many 
miles from our bank and, since they 
are in the habit of sending one of 
their employees to make deposits or 
transact other necessary business, 
they have seldom been inside our 
building. 

We have long felt that it was 
desirable to do more for our cus- 
tomers than to give them efficient 
service at the wickets. We knew 
that many were reluctant to ask 
our advice. Many of them might 
be sensitive about discussing their 
personal affairs with us unless in- 
vited to do so. Many do not realize 
that there are personal services 
which we are equipped to give them, 
which would help to operate their 
businesses in a more effective way. 

We knew, as most bankers do, 
that it is more important to develop 
friendly relations with the custom- 
ers we already have than to use all 
our efforts to get new customers. 
Through friendly contact, we could 
explain our services and show our 
customers how to get the maximum 
of benefits. 

We felt that it was extremely 
important that these services to 
customers should be explained by 
someone well-acquainted with the 
accepted principles of banking, 
rather than by a service man who 
had little experience with the inner 
workings of our institution. 

When our public relations pro- 
gram first began, all of the officers 
were asked to make as many per- 
sonal contacts with customers as 
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they possibly could. This job, how- 
ever, was usually thought of as an 
extra responsibility, and time per- 
mitted none of the officers to work 
out a definite program. 

About a year ago we decided to 
concentrate these activities in the 
vice president so that an active 
program could be developed. This 
activity became my responsibility. 

My first step was to organize a 
directory of customers according 
to the streets on which they were 
located. I used a black loose-leaf 
notebook for this purpose. In it I 


The Technique For Making 
Calls On Customers 


1. Make a directory of cus- 
tomers by streets so that those 
near together may be visited on 
the same day. 


2. Keep a record of facts about 
each customer's business and 
about the calls made upon him. 


3. Visit the customer in his 
place of business and ask him 
frankly if there is anything 
about the bank's service which 
doesn't please him perfectly. 


4. Explain any feature of 
banking on which the customer 
appears to have either a hazy 
or a mistaken idea. 


5. Show how improvements 
may be made in the customer's 
routine of using bank services. 


6. Secure information which 
affects standing and record that 
in the bank's credit files. 


7. Explain banking services 
which the customer is not now 
using. 


made brief notations concerning 
each customer’s business and other 
data which might help me to ap- 
proach him in an intelligent way. 

I then proceeded to make calls. 

When I drop in on one, I greet 
him in a friendly way, introduce 
myself, and ask him for his frank 
reactions to the service he has re- 
ceived from our bank. In almost 
every case, the customer feels flat- 
tered to receive a personal call from 
his banker, and is quite willing to 
talk freely. 

Some are harder to meet than 
others, of course, but I meet many 
men and women who seem like old 
friends after a short chat. Others 
can be contacted many times and 
still seem like strangers. I feel that 
this may be due to something in 
both our natures which must be 
overcome gradually. 

It is surprising to learn how many 
matters come up in these conversa- 
tions which have helped our bank 
to give better service. Some of the 
points would seem ridiculously sim- 
ple to us as we sit at our desks. 
However, against the customer’s 
own background, we can under- 
stand their importance. 

I early discovered that we had 
assumed that customers know more 
about the banking business than 
they actually do. Many have a very 
meager knowledge of banking and 
don’t know how to use our service 
to their best advantage. 

For example, I called on a cus- 
tomer the other day who is a de- 
positor of long standing. When ! 
asked him for his reactions to our 
service, he said, “I can’t afford to 
pay the service charge applied 0 
my account every month.” 

By “service charge” he meant the 
cost analysis which is made of com- 
mercial accounts. I explained t 
him why cost analyses are neces- 
sary and showed him what each 
charge on his bill meant. 

In reviewing the details of his 
account, it developed that this cus 
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A record of your,calls is indispensable if you are going into this “face to face contact’ program seriously. 


tomer was making an unnecessary 
number of deposits each month and 
was drawing more checks than he 
would have needed to draw. In 
other words, his store was often 
making three deposits in a single 
day, which could have been com- 
bined into one. His employees were 
also writing many checks which 
could have been paid conveniently 
in cash, thereby eliminating excess 
account activity. 

The customer had been unaware 
that this was the reason for his 
large service charge, and he pro- 
ceeded to instruct his own em- 
ployees on the way to save time 
and money. 

On another occasion, in answer 
to my query, a customer stated 
that he felt that a 50-cent service 
charge for having entered a stop 
payment order was unfair. We do 
print a notice on stop payment 
orders that a charge of 50 cents will 
be made for this service, but we do 
this merely to protect ourselves 
from customers who misuse this 
privilege. 

I asked the customer if such a 
charge had actually appeared on his 
monthly statement. He was abso- 
lutely certain that it had. On re- 
turning to the office and checking 
into the matter, I found that the 
account, which was a very satis- 
factory one, had never been charged 
in this manner, and that the cus- 
tomer’s feeling was unfounded. I 
went back to him and explained the 
situation. The customer apologized 
and added that he was very grate- 
ful for the interest being shown in 
his account. 

Sometimes, these calls reveal dif- 
ficulties that might result in the 
loss of a customer, except for the 
bank’s personal interest in the cus- 
tomer’s feelings. Such an instance 
occurred recently when I called on 
a customer whom I had never met. 
His wife answered the call and ex- 
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plained that her husband was out 
of town and would not return for 
several weeks. 

I asked Mrs. Customer if she 
knew whether her husband was 
satisfied with our service. She told 
me that he had indicated being dis- 
pleased about something in connec- 
tion with our bank, but that she 
could not go into the matter with 
me. I understood her attitude, and 
I asked her to promise me that she 
would have her husband call me on 
the day he returned. I wanted to 
meet him as soon as possible and, 
if I could, eliminate the difficulties 
which existed. I believe I have 
paved the way for an appointment 
which will enable me ‘to clear up 
this man’s grievances which might 
never have been known to me if I 
had not made these calls. 

During my conversations with 
customers, I often have the op- 
portunity to discuss their  busi- 
ness interests with them. As talk 
progresses, I call their attention to 
services which they have not been 
using, such as our excellent safe 
deposit department or our parking 
facilities. I tell them about our 
recently installed department for 
making small loans at a reasonable 
rate of interest, and suggest that 
they pass the information on to their 
employees. 

If a customer holds a property 
mortgage, I tell him that our bank 
is in a position to give him loans 
on this mortgage whenever he 
might be in need of it. 

Many customers are not aware 
that prevailing money rates are 
considerably lower than they were 
some years ago. If they hold mort- 
gages on properties in progressive 
areas, I show them how they can 
save money by refinancing their 
present loans and obtaining newer 
loans at a lower rate. 

By explaining mistakes in invest- 
ment frequently made by people 


who take advice from someone not. 
equipped to check the sources of 
their information, I can often help 
customers to make wise invest- 
ments when they themselves have 
money to invest. Frequently I tell 
the story of a property owner who 
came into possession of surplus 
funds unexpectedly. Instead of 
using these funds to reduce his own 
home mortgage, thereby saving the 
interest being paid on the balance 
of his mortgage, he turned else- 
where to invest his funds. He 
thought, of course, that he could 
make a big profit and then be in a 
position to take up his mortgage in 
full. Unfortunately, practically all 
of the investment was lost. 

Perhaps the customer I am visit- 
ing is inclined to be careless in 
writing checks, thereby laying him- - 
self open to having his checks tam- 
pered with before they reach the 
bank for payment. I explain to him 
how he can save himself from such 
risks by following definite rules of 
check writing. 

In this connection, I often explain 
our additional services for protect- 
ing customers from forgers and 
crooks. 

I try to make my visit short 
enough to be pleasant, and to call 
on other occasions to talk about 
points I did not have a chance to 
discuss on my first call. Always, I 
invite the customer to visit me at 
the bank as soon as he has a chance 
to do so. 

When one of the bank’s custom- 
ers called the other day after such 
an invitation, I didn’t remember 
his name immediately. I told him 
how glad I was to see him, invited 
him to sit down, and said that I 
would be ready to visit with him in 
a moment. I took that moment to 
check in my black book for my 
memorandum of the call, found his 
name, and returned with a “Well, 


(Continued on page 684) 
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Internal Bank Management Controls 


IV. Control Of Organization 


The characteristic organization of a bank staff requires not only original planning, 
but periodic appraisal. Here is a pattern against which any staff may be measured. 


“Organization is the proper 
adjustment of the relation- 
ship between human beings 
in an effort to accomplish 
certain definite ends.” 


HE fundamental problem of 
any business enterprise is to 
develop a well co-ordinated, 
highly effective and self-perpetu- 
ating organization. This is especi- 
ally important in banks, for banks 
are organized for stability and 
continuity. All other problems are 
secondary to this. Many of the 
existing banking institutions have 
had a rapid growth history both 
in volume and in scope of services. 
Many others have grown through 
mergers and consolidations. As vol- 
ume and scope enlarges, the prob- 
lem of organization and personnel 
becomes more and more acuie, 
until finally a point is reached 
where results and services suffer 
unless the organization structure is 
properly re-aligned to meet the 
changed conditions. Oftentimes, the 
re-alignment is improperly done, 
or sound principles are compro- 
mised, which merely serves to delay 
the inevitable confusion rather 
than to provide a basic remedy. 
In the practice of internal re- 
organization, it is customary to 
attempt to chart the status of the 
existing organization structure and 
then see in what respect it violates 
sound principles. Oftentimes, the 
existing situation is so confusing 
and ambiguous that it is practic- 
ally impossible to picture it in 
charted form. Under such a con- 
dition, it is obvious (and studies 
have proved) that the effectiveness 
of the institution as a whole is 
decidedly sub-standard and _ that 
some really astonishing results can 
be produced after the proper re- 
alignment has been made. 
The fundamental difficulty ap- 
pears to be that many functions 
and jobs have been built around 
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Technical Advisor to Banks 


individuals, rather than proper in- 
dividuals selected for the various 
functions and jobs. Often, related 
functions and activities are not 
grouped under a supervisory head, 
but many unrelated funct’ons are 
placed under the same supervision. 
This makes it impossible to bring 
out the best in supervisory talent 
and ineffective operations are the 
result. 

The procedure for the construc- 
tion of a correct organization plan 
is: 

1. Make a logical segregation of 


Basic Principles Of 
Organization Control 


1. Work should be so subdi- 
vided that no high priced individ- 
ual performs work which a low- 
priced individual can perform 
equally as well. 


2. There should be no author- 
ity without responsibility and no 
responsibility without authority. 


3. The proper individual must 
be selected for each supervisory 
position by the person next higher 
in authority, or approved by him, 
and his duties and responsibil- 
ities clearly outlined to him. 


4. An understudy must be pro- 
vided for each supervisory posi- 
tion. 


5. The plan should be of such 
nature as to make possible the 
measurement of the effectiveness 
of group operations so that the 
chief executive may obtain facts 
from which the managerial abil- 
ity of the heads of the various 
groups can be determined. 


similar activities into unified 
groups. 

2. Clearly define the scope of 
each of these groups. 

3. Clearly define the interrela- 
tionship which exists among these 
groups. 

4. Set definite lines of authority 
and responsibility among the posi- 
tions, the occupants of which are 
planned to control the several 
activities or functions. 

In the process of this design of 
plan, certain fundamental prin- 
ciples of sound organization should 
be borne in mind, such as: 

1. Work should be so subdivided 
that no higher priced individual 
performs work which a lower priced 
individual can perform equally as 
well. 

More frequent violations of this 
principle are encountered than of all 
others combined. A manager has 
two major functions: (a) to super- 
vise and (b) to think. Progress 
depends upon sound thinking; the 
higher the managerial position, the 
more important it is to reserve 
time for thinking. 

2. There should be no authority 
without responsibility and no re 
sponsibility without authority. 

The big point is to place respon- 
sibility so squarely where it be 
longs that initiative and dignity 
will be built up, and the old game 
of “passing the buck’ cannot be 
played. 

3. The proper individual must be 
selected for each supervisory posi 
tion by the person next higher it 
authority, or approved by him, ané 
his duties and_ responsibilities 
clearly outlined to him. 

Before an individual is selectei 
as a group supervisor, the “job 
must be definitely outlined and # 
specialist in that job obtained. I 
individuals are added to the orgal- 
ization, or haphazardly transferré 
from one department to anothet 
because of general knowledge will 
no specific intensive qualification 
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or aptitude for an essential job, 
the organization will develop it- 
self into “a little of everything, 
but not much of anything” and 
vitally important functions of work 
will suffer. Violations of this 
principle are also frequently en- 
countered. 

4. An understudy must be pro- 
vided for each supervisory posi- 
tion. 

This principle creates perma- 
nency of organization. Attempts 
are generally made to follow this 
principle, but many errors are 
made in the designation of the 
“second man.” Often he is chosen 
because of detailed clerical com- 
petence rather than supervisory or 
executive ability. In such in- 
stances, if he is made a supervisor, 
he is likely to continue to perform 
the bulk of the work of his former 
clerical position, and departmental 
supervision is practically non-exis- 
tent. 

5. The plan should be of such 
Nature as to make possible the 
measurement of the effectiveness 
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Functional Bank Organization With Controls 


BUDGETS 


PUBLICITY. 

ADVERTISING 
CO-ORDINATION OF BUSINESS 
RETENTION AND NEW BUSINESS 
DEVELOPMENT PROGRAMS. 


of group operations so that the 
chief executive may obtain facts 
from which the managerial ability 
of the heads of the various groups 
can be determined. 

This principle is as yet decidedly 
undeveloped in the majority of our 
banking institutions and only par- 
tially developed in even the better 
managed ones. 

Because of a lack of knowledge 
of, or a violation of, these and 
other principles, many bank organ- 
izations have suffered either neg- 
lect or distortion. They have either 
been allowed to grow wild, or have 
been twisted and turned to suit 
the particular requirements of the 
moment. 

The accompanying chart demon- 
strates the design of a functional 
organization plan for a commercial 
bank, from the function of owner- 
ship down to the work of messen- 
gers. 

The two major functions are 
FINANCIAL MANAGEMENT and 
OPERATING MANAGEMENT. The 
between, or co-operative function, 


GENERAL ACCOUNTING 
EXPENSE DISBURSEMENTS 
DEPARTMENTAL ACCOUNTING 
COST ACCOUNTING 
PRODUCTION ANALYSIS 
METHODS AND PROCEDURES 
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CONTINUOUS AND PERIODIC 
AUDITS OF ASSETS AND 
LIABILITIES, 

INCOME AND EXPENSE 
RECONCILEMENTS 

STATEMENTS AND REPORTS TO 
REGULATORY ond TAXING 
BODIES 









now so important in the banking 
structure, is PUBLIC RELATIONS. 
Superimposed on these are the 
CONTROL FUNCTIONS of ASSETS 
and OPERATING and the VERI- 
FICATION FUNCTION of AUDIT. 
All of these are tied in and prop- 
erly related to the functions of 
GENERAL MANAGEMENT and 
ADMINISTRATIVE. 

Any bank organized for the pur- 
pose of conducting a commercial 
banking business, regardless of its 
size, has or should have, all of 
these major functions. The dif- 
ference, as between banks, is not 
of scope but of volume. Many a 
small bank is engaged in the mak- 
ing of collateral, commercial, real 
estate, and personal loans or con- 
sumer credit. It has a bond ac- 
count. It accepts both demand 
and savings deposits,- handles col- 
lections, issues drafts and exchange, 
has a safe deposit vault, operates 
a clearance and transit function, 
keeps ledgers, purchases supplies, 
engages personnel, does some ad- 
vertising and cultivates customers’ 
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good will by personal contact. The 
large bank may have such a large 
volume in each activity bracket, 
that clearly defined separate de- 
partments may be set up for each. 

After an ideal functional chart 
has been developed, the next step 
is a volumetric measurement of 
the work performed in each sub- 
division and division totals. This 
is done to determine the number 
of personnel required to handle a 
given volume. As will be indicated 
in succeeding articles not only can 
the measurement of volume be 
quite definite, but standard pro- 
duction quotas have been devel- 
oped which, divided into the trans- 
action volumes, give a_ rather 
definite measurement of the per- 
sonnel requirements both clerical 
and supervisory. 


In some institutions the volume 
of loan work may be so small that 
one officer and an assistant makes 
and supervises all classes of loans; 
in other institutions, the volume is 
so great that separate divisions are 
necessary for the handling of col- 
lateral loans, commercial loans, 
real estate loans, consumer credit, 
and so on. 

In some instances, 
broad classifications are further 
subdivided and each _ subdivision 
headed by specialists in that type. 
Thus we find a number of groups 
of loaning officers to whom are 
assigned loans to similar types of 
industry. Or, we find loaning 
groups to which a_ geographical 
assignment of business is made. 
Under any of these group plans, 
be they functional or geographic, 
each group is usually responsible 
for a far greater activity than 
purely loan making and_ super- 
vision; they also maintain personal 
contact with existing deposit ac- 
counts and aid in the development 
of new business. 


Likewise, in a small bank, one 
supervising officer, together with a 
few tellers and clerks, handles all 
of the work designated under the 
function of operations. In large 
institutions, a much greater degree 
of specialized departmentalization 
is required, and hence, the operat- 
ing function is divided into three 
main functions, deposit customers’ 
contact, internal operations and 
general services. Each of these 
groups may be further subdivided 
and each subdivision may be a 
large department in itself. 


The next step consists of fitting 
the available personnel into the 
positions called for in the ideal 
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even these 


It is suggested that each 
of the articles in this 
series be used as a basis 
for discussion in direc- 


tors’ meetings. The tech- 
nique described in this 
should 
be compared with the 
technique now used. 


installment 


plan. This may be called the “acid 
test” of the present personnel. The 
questions arise: Is there sufficient 
ability within the present staff to 
effectively fill the requirements of 
all of the essential key positions? 
Is there an overabundance of per- 
sonnel as to number, but a lack 
of quality? 

It is obvious that every chief 
executive should have an_ ideal 
plan, and place therein such in- 
dividuals as conform reasonably to 
its requirements; then develop 
them until they ideally fit an ideal 
plan. Many institutions cannot 
step from their present plans and 
personnel abilities to an ideal plan 
on a short time basis. So, in prac- 
tice, one or more transitional plans 
are developed. Such transitional 


Tax Exemptions, A Symposium 


Published by the Tax Policy League, 
New York City. 
244 pages. $3.00. 


To bankers, this book possesses a 
unique value. For the first time it 
makes available the experience and 
opinions of outstanding authorities 
in the field of taxation on issues of 
recurring interest. 

Because of their position in the 
community, bankers are frequently 
appointed to serve on committees 
formed to secure new industries 
When exemption from taxation is 
offered as a major inducement, does 
the community itself benefit? A 
leading member of the Detroit Board 
of Assessors capably argues against 
this increasingly common practice. 

The results likely to follow from 
the elimination of tax-exempt secu- 
rities are reviewed by Russell 
McInnes of Lehman Brothers, New 
York. From the standpoint of its 
effect of investment bankers, this 


plans, however, should not be ex. 
treme compromises, otherwise the 
ideal plan will never be reached. 
Some individuals make good super. 
visors on a limited amount of work 
both as to volume and variety and 
oftentimes mistakes are made jn 
giving them too great a volume 
or scope of work to supervise. 

Those institutions which fit indi- 
viduals into sound plans based 
upon the all-around ability of the 
individual for the work required 
of him, are far better off than 
those institutions which build 
plans around individuals. Indi- 
viduals are subject to constant 
changes whereas a sound plan js 
not. 

As to officers’ titles, a great con- 
fusion exists in the banking field. 
From a standpoint of sound logic, 
if for example, the head of the 
loan function has the title of Vice 
President his assisting junior offi- 
cers should bear titles of Assistant 
Vice Presidents. Similarly, if the 
head of the operating function has 
the title of Cashier, his assisting 
junior officers should bear the 
titles of Assistant Cashiers; should 
he be the Treasurer, his assistants 
should be Assistant Treasurers, 
etc. It would be of benefit to pub- 
lic relations if more large banks 
would indicate their officers by de- 
partments, in their published state- 
ments and advertising, rather than 
alphabetic, or by seniority. 


issue is taken up in some detail. 
The government’s point of view is 
then presented by Roy Blough, 
Director of Tax Research for the 
Treasury Department. 

Other topics of value _ include 
“Exemptions to Stimulate Improve- 
ments”, “Sales Tax Exemptions’ 
and “Exemptions from Income and 
Death Taxes’. The doubtful bene- 
fits of “Homestead Exemptions” are 
examined in the light of actual 
experience in the state of Oklahoma 
All in all, this book combines sim- 
plicity and readability with expert 
presentation; it is a worth-while 
addition to every banker’s library. 
—Lawrence R. Bloomenthal. 


Forearmed Competition 


It’s better to be the one to crealt 
the competitive improvements it 
products than to be the one whos 
forced to make improvements afte 
someone else is well under way it 
their use. 
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Self-Liquidating Loans And Cash Discounts 


- 


Several bankers have learned that they can get self-liquidating loans and 


T HAS been my habit for a num- 
[ ver of years to travel through 

several states during the season 
when farmers are receiving income 
from crop and livestock sales. At 
this time of year, bankers on whom 
I call are making collections on 
loans which originated with dealers 
in farm machinery. 

On a recent trip, I discovered 
several bankers who had just ap- 
plied payments made on farmers’ 
notes to the liquidation of advances 
made to farm machinery dealers for 
taking advantage of the cash dis- 
count offered them by manufac- 
turers. 

While farm machinery discounts 
are not standardized, and may vary 
(not only by companies, but from 
year to year) it has been quite 
common for most manufacturers to 
allow a cash discount of 5% if the 
note is paid shortly after the de- 
livery of the goods. 

In many cases, the machines are 
delivered to the farmers before the 
end of the cash discount period 
allowed by the manufacturer, and 
the dealer takes cash and notes 
from the farmer in payment. Very 
often, the bank can take the 
farmers’ notes as collateral for a 
loan to the dealer, and enable the 
dealer to thus get the 5% cash dis- 
count from the manufacturer, and 
at the same time have, not only the 
dealers’ notes, but the farmers’ 
notes on which payments will be 
made in the fall. Instructions from 
the dealer makes it a simple matter 
to apply the collections from the 
farmers to the liquidation of the 
note given by the dealer. 

One banker in Minnesota told me 
of a case in which a dealer had 
borrowed for only four months, and 
had given farmers’ notes as collat- 
eral. The notes were paid by the 
farmers within that time, and the 
dealer’s note was liquidated. His 
note bore 6% annually, so he paid 
2% for the third of a year. He 
received 5% cash discount which 
left him 3%. The notes totaled 
$3,000, so he had an extra profit of 
$90. Not only was the banker glad 
to get the interest which amounted 
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enable local dealers to benefit from cash discounts at one operation. 


By C. D. BAKER 


to $60 on the $3,000 loan, but he 
was glad to have the dealer make 
the $90. 

In another case, the dealer had 
borrowed $7,000, and so, both the 
banker and the dealer benefited to 
a still greater amount. 

I found in the various conversa- 
tions I had that when the bank is 
careful about the collateral it ac- 
cepts, it rarely has any difficulty 
with collections. Once in a great 
while, some farmer has some hard 
luck that was not expected, and his 
loan has to be renewed. But, 
usually, the dealer pays his advance 
anyway, and the bank liquidates 
the dealer’s loan on maturity date. 
It then made a direct loan to the 
farmer who had given his note to 
the dealer, and the dealer, in turn, 
had put it with the bank as collat- 
eral. This enabled the farmer to 
pay the dealer’s note, and to then 
owe the bank the amount. As a 
matter of fact, a part of the farmer’s 
note was paid, so the new note was 
for a smaller amount. 















In another town, I found that the 
bank’s common plan was to have 
the farmers give the notes to the 
bank, and in that way, the dealer 
had the cash to take his cash dis- 
count. In other words, the farmers 
paid all of the interest, and the 
dealer paid none. 


There are many variations of this, 
and there are two or three different 
kinds of discounts. Another kind 
that I have found used at times, is 
what is called a prepayment dis- 
count. It is an addition of one or 
two percent to the cash discount, 
if payment is made on the delivery 
of the goods. Strictly speaking, 
this should probably be called a 
cash discount, but the phrases have 
been used in the business as I have 
used them here. A cash discount is 
sometimes allowed as long as three 
months after delivery. The name 
of the discount, therefore, does not 
indicate the time of payment. The 
time of payment is stated when the 
discount is offered, in addition to 
the name of the discount. 


Sometimes, the time of payment 
is indicated by an exact date. All 


(Continued on page 683) 


Bank Customers Like To Get Letters 


On the theory that everyone smiles at the mailman when he 
brings them letters, this bank watches for occasions on which it 
can logically write a friendly letter to someone in its territory. 


By C. W. FISHBAUGH 


Assistant Cashier, Security Trust and Savings Bank, Shenandoah, Iowa 


OU say “Good morning,”’’ 

“Thank you,’ “Come again,” 

“Pleasant day,” to the custom- 
ers that come into your bank every 
day. You would never think of 
omitting these little greetings. Day 
after day, the customers are cheer- 
fully greeted, they respond to your 
cheery greeting and learn to look 
forward to the friendly atmosphere. 
If all your customers and friends 
were to come in direct contact with 
your staff, your friendliness would 
soon be established. However, a 
large percentage of customers visit 
a bank only a few times a year. 

You can advertise your friendly 
service through the papers, bill- 
boards, circulars, and theaters, but 
they are all more or less imper- 
sonal. They do not say: “Good 
morning Mr. Jones.’”’ The best they 
can say is: “Good morning Mr. 
Public.” A letter is personal and 
offers the most economical and effec- 
tive method of greeting customers 
and friends. People like to be 
treated like individual human be- 
ings. Even the richest and seem- 
ingly the most unapproachable like 
to receive attention. There is no 
word with as much magic in it asa 
person’s own name. 

It might seem that the telephone 
offers the best method of greeting 
customers who seldom come to the 
bank. The telephone has advan- 
tages, it is more personal and gives 
one a chance to show friendliness by 
the tone of voice. But when the 
telephone rings, the person may be 
mowing the lawn, feeding the cattle, 
or performing other chores. The call 
means little, the recipient’s main 
object is to close the conversation 
with a click of the receiver. An 
occupied or preoccupied man hears 
little and is often annoyed by the 
interruption. The letter is more 
considerate, it can be read at leisure. 
Then too, until the letter is de- 
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stroyed, it is a constant reminder 
of the sender. 

We have used a direct mail pro- 
gram, for several years and have 
found it highly successful. For a 
two-cent investment, we can visit 
the most exclusive or reticent indi- 
vidual in town. 

We have prepared a number of 


Occasions On Which 
Letters Are Written 


. Hospital confinement 
. Birthday celebration 

. Marriage anniversary 
. Birth of a baby 

. Marriage 


. The beginning of a business 
career. 


7. Holidays 
8. Personal accomplishment 


form letters that we have had the 
greatest occasion to use. New ac- 
counts, closed accounts, reopened 
accounts, inactive accounts, new 
residents, hospital, congratulatory, 
anniversary, marriage, birth, and 
birthday letters. We are constantly 
adding to this list and changing the 
old forms that have become out- 
moded. 

These forms are the base of the 
campaign, but they are changed to 
fit different occasions and to give 
them more of a personal touch. We 
have found that letters, to be most 
effective, need not follow any of 
the rules set down in grammars. 
The most important thing in letters 
is sincerity. I have received letters 
that were ungrammatical and badly 
written, but were more powerful 
than a dozen stiff literary gems. 
They had one chief quality—sin- 
cerity. 

Each evening we run through the 
local paper in search of items that 
might lend themselves to a letter. 
If some lad has won an honor with 
his 4-H calf, we congratulate him. 
If Mr. Smith has returned from 
Florida, we welcome him back. One 
item we checked told about a school 
boy who found a pocketbook with 
some change in it. He read the lost 
and found ads and, when the article 
was advertised, he returned it. He 
refused any reward. We wrote him 
a congratulatory letter on his 
honesty. He was mighty proud of 
his letter and his parents were 
greatly pleased. The letter was 
mentioned in the local newspaper. 

The far-reaching effect of a let- 
ter of this nature cannot be esti- 
mated. It is like throwing a pebble 
in the water and watching the 
ripples shoot out. 

We have a list of birthdays, and 
each day, we send birthday letters. 
To the ladies, we send flower cards 
that entitle them to a_ birthday 
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These sample letters are typical of the 
several thousand a year by means of 
which this bank is constantly building 
good-will. They require but little clerical 
time or executive attention, but are of ines- 
timable value to the bank. 


flower when presented to the florist. 
These are highly appreciated. Fre- 
quently ladies directly or indirectly 
ask that their names be added to 
our list. As a good will builder, 
this list is worth hundreds of dol- 
lars. Following this same plan, we 
are building an anniversary list. 

Careful attention should be given 
to the addressing of the envelopes. 
A misspelled address or name may 
ruin the whole effect of a well- 
written letter. The envelope is the 
first thing the customer sees and it 
should create a favorable impres- 
sion. We have always used white 
envelopes and letterheads. We re- 
garded them as more attractive and 
dignified. However, a survey by a 
large paper company brings out the 
fact that tinted envelopes are first 
selected to be opened, and that, of 
the tinted envelopes, pink stands 
out. For some time we have con- 
sidered experimenting along this 
line. 

For special seasons, we try to 
work out a different type of letter. 
The Christmas letter in the form of 
a Christmas tree with the base 
made up of employees’ and officers’ 
names, we found very well received. 
Although not a personal letter, it 
carried more of a friendly greeting 
than the regular standardized forms. 

Everyone likes to receive mail. 
Follow your own mail carrier a few 
blocks if you doubt this. Notice the 
happy faces of those who receive 
letters, and the disappointed faces 
of those the mail man passes by. 

A popular radio star was asked: 
“You receive so many letters, aren’t 
they a bother?” He very wisely 
replied: “The only time it will 
bother me is when I stop receiving 
them.” 


Banking Policies In Business 


Isn’t it just as important for a 
businessman to post every account 
every day as it is for a bank to 


enter withdrawals and deposits 
daily? 


A dealer who skimps to avoid 
borrowing may be forced to borrow 
when his credit is nearly impaired. 
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i. and Mrs. John Blank, 
Bellinger Apartments 
Shenandoah, Iowa 


Dear Mr. and Mrs. Blank: 


We congratulate you as you begin life 
together, and extend our best wishes for much 
happiness and prosperity. 


Very cordially yours, 


Mr. and Mrs. John Blank, 
Shenandoeh, Iowa 


Dear Mr, and Mrs. Blank: 


The greatest joy that can come to any 
home is a baby, and we extend our congratulations 
at this happy event. 


We enclose one of our Baby Books, in 
which the events in the life of your baby may be 
recorded, Please accept this with our sincere 
good wishes for both baby and yourselves, 


With kindest regards, 


Shenandoah, Iowa 
Dear Mrs. Blank: 


We're reminded that Wednesday, 
anniversary of your birth end extend our sincere 
congratulations. 


Here 's hoping that you may have many 
more happy birthdays, each eas it comes bringing 


Cordially and sincerely, 


Mr. and Lirs. John Blank, 
Shenandoah, Iowa 


May we join with your many friends in 
congratulations on your twenty ninth wedding ani- 
versary. Please accept our best wishes, 


. > ry 
c/o Hand Hospital 
Shenandoah, Iowa 


Friend John: 


Tonite we found that you had been taken 
to the hospital. 


We at the bank send you our best wishes, 
We trust that you will have a complete and speedy 


If there is some service we can perform 
for you, do not hesitate to call us, we are always 
glad to assist our friends, 


The Security Trust and Savings Bank is 
pleased to welcome you to the faculty of the 
Shenandoah schools, We hope that you have enjoyed 
a pleasant sumer, 


You are performing a real service to 
this community and you have our whole-hearted support’ 
in the work that you are doing. 





Policies That Insure Success 


HEN properly managed, the 

manufacture of gas ranges 

and stoves is likely to be a 
profitable business, and one well 
deserving of bank credit. There 
are at least six important advan- 
tages inherent to the very nature 
of the business, which make loans 
to its manufacturers. desirable. 
These advantages are: 

1. Quick Turnover Of Capital. 
The entire capital investment in 
inventory should turn over 9 to 12 
times yearly. 

2. Essential Nature Of The Busi- 
ness. To live, persons must eat; 
and what they eat must be cooked. 
For this reason, the business of 
manufacturing ranges and stoves 
is not as easily affected by depres- 
sion conditions as are luxury lines 
of industry. 

3. Preferability Of Fuel. Gas is 
the preferred fuel for cooking. The 
sale of gas is over four times the 
sale of any competitive fuel. In 
1938, gas range sales exceeded 
those of the nearest competitive 
fuel stove by 268%. 

The big new entry in the field 
is bottled gas, which is supplant- 
ing other fuels in supplying farms 
and country homes where’ gas 
mains are not laid. The demand 
for this product, which is sold by 
such organizations as the Standard 
Oil, Shell, Phillips, and Skelly oil 
companies, has been doubling and 
trebling in recent years. 

4. Excellent Credit Rating Of 
Customers. The output is sold 
largely to utility concerns and de- 
partment stores, whose credit is 
regarded as excellent. 

Unity Of The Various Branches 
Of The Industry. The gas industry 
is well united. Producers work 
hand in hand with dealers. The 
industry is very fortunate in being 
closely united through the associa- 
tion of gas and equipment manu- 
facturers, and also through this 
association’s affiliation with the 
huge American Gas Association, 
which is an extremely potent fac- 
tor in advertising and merchandis- 
ing gas as a fuel. 

6. Rapid Improvement In Methods 
Of Production. Scientific progress 
in operating technique has been 
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continuous. The industry has a 
common laboratory known as the 
American Gas Association Labora- 
tory, through which all appliances 
must pass and meet rigid construc- 
tion and efficiency specifications 
before being approved for produc- 
tion. 

The gas range and stove indus- 
try is very similar to the automo- 
bile field in the respect that it must 
annually come out with new lines. 
This means that not only designing 
improvement is necessary every 
year, but technical improvement as 
well. A typical example of this 
requisite scientific progress can be 
seen in the case of the new certi- 
fied performance ranges, which 
call for a set of specifications 
increasing the speed and burner 
efficiencies by as much as 50% 
over what they have been before. 

It is true that there are a num- 
ber of hazards characteristic of the 
industry, but proper management 
can avoid losses from these hazards. 
Just as in any other business, there 
are those who succeed, and those 
who do not, so it is essential that 
a loan officer know enough about 
the business to be able to recognize 
when hazards are present, and 
when they are avoided by the 
proper management policy. 

Lack of plan is perhaps the first 
hazard that should be looked for. 
There are some who take the easy 
course of least resistance in sales. 
They make low priced specials, do 
not have selective dealers, and put 
in power a haphazard, untrained 
sales organization, which sells a 
price instead of selling the highest 
standards of modern cookery. 

A second unquestionable hazard 
is the retention of an _ obsolete 
plant built originally for coal range 
and heater manufacture, and not 
modernized for volume gas range 
production. 

The maintenance of an inade- 
quate, unbalanced personnel is the 
third hazard. To insure profitable 
operation, it is essential that the 
sales, development, and manufac- 


turing departments, be 
nated and work as a unit. 

The manufacturer who makes too 
many low priced stoves usually is 
short on sales in the profitable end 
of the business. 

The credit hazard results from 
sales to those who are slow pay. 
A loan officer who knows the 
manufacturer’s type of outlet, and 
whether he caters to a_ volume 
market or to small town dealers, 
can readily pass judgment on this 
point. 

To avoid these hazards, the 
manufacturer follows certain fun- 
damental policies. Perhaps the 
first policy that should be well 
established is: “A long term sales, 
development, and manufacturing 
plan, which includes proper selec- 
tion of the type of sales outlet.” 

This program should be backed 
up by well organized designing, 
engineering, and development de- 
partments to further the product— 
plus a hard hitting, well equipped 
manufacturing department prepared 
not only to meet competitive costs, 
but also to turn out volume and 
be able to meet spring and fall 
peak production requirements with 
modern equipment arranged for 
production flow. 

The manufacture of a well bal- 
anced line of ranges to meet the 
prevalent retail price brackets is 
another major policy that should 
be followed. The loan officer 
should know whether the manv- 
facturer’s product has a natural of 
forced field of sales. The natura 
field of sales is in the retail price 
brackets of $79, $89, and $99. I 
the manufacturer goes above these 
figures, his product must be backed 
by a well-thought-out merchandis- 
ing plan. If his prices are in th 
lower brackets, he must be certail 
that the product will be able t 
meet a purely competitive pric 
market. 

The loan officer should know 
whether or not a manufacturer’ 
selling price is adequate to cové 
his operating expenses, and stil 
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Gas Range And Stove Manufacture 


By E. R. 


GUYER* 


President, Association of Gas Appliance and Equipment Manufacturers, 
and Vice President, Cribben and Sexton Co., Chicago, Illinojs 


*In conjunction with Norman D. Stone 


net him a profit on a reasonable 
expectation of volume. A _ hazard 
which jeopardizes the investment 
above all others is created when a 
manufacturer fails to price his 
product on a basis that will enable 
him to earn a profit over and above 
the cost of materials, labor, and 
overhead. The practice of indulg- 
ing in “profitless prosperity” or 
volume at any price is sure to 
jeopardize the financial standing 
of a manufacturer. 

Success of management is com- 
monly judged on the basis of the 
records of performance. An execu- 
tive staff, capable of comprehend- 
ing the whole focus of all the 
details of operation, is difficult to 
secure. Hence, it must be specially 
trained before entrusted with re- 
sponsibility. 

If the manufacturer lacks the 
necessary qualifications to make a 
“go” of his business, other hazards 
scarcely need to be considered. A 
loan officer usually ffinds out 
whether or not the management 
has the necessary ability, resource- 
fulness, and experience by looking 
into the past records of perform- 
ance. This consists of all phases 
that enter into the functioning of 
the business, such as direction of 
personnel, production, finance, 
sales, purchasing, and _ clerical 
details. 

It pays also to make a survey 
into the kind of records kept. An 
intimate knowledge of what these 
mean—over a period of years,— 
discloses whether the management 
knows its business, or is just guess- 
ing. The answer is found in the 
analysis of whether or not a profit 
has been made over a period of 
years consistent with the volume 
attained. 

A decision to concentrate on one 
type of product is one policy that 
is particularly essential to success- 
ful operation. The reason: too 
wide a divergence in the manu- 
facturing and distributing phases 
of the business constitutes a def- 
inite hazard. The salesmen who 
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are trained to sell gas ranges, for 
example, won’t travel in rural 
communities, and are not skilled 


There is such a 
widespread demand 
for stoves that mod- 
ern mass production 
methods are used 
by successful manu- 
facturers. 


Heavy presses with 
tremendous power 
stamp out sheets of 
metal for stove parts 
at a rapid rate. 


The new stove mod- 
els move along an 
assembly line some- 
what similar to the 
line in an automo- 
bile factory. 


in the technique of promoting ap- 
pliances using coal and electricity 
as a fuel. 

The practice of covering these 
various, unrelated fields makes it 
necessary to set up separate sales 
organizations with relatively small 
volume. This also has an ill effect 
on the development department, 
where the expense and time ele- 
ment of developing different lines 
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Success Policies Of Stove Manufacturers And Hazards They Avoid 


POLICIES 


1. A long term sales development and manufac- 
turing plan is to be maintained which includes 
proper selection of the type of sales outlet. 

2. Obsolete machinery will be replaced with new 
equipment as necessary. 

3. The employees in the sales, development, and 
manufacturing departments are to co-ordinate activ- 
ities and function as a unit. 

4. The manufacture of a well balanced line of 
ranges to meet the prevalent retail price brackets 
of $79, $89, and $99 is to be the basis of operations. 

5. A selling price is to be fixed which is adequate 
to cover operating expenses, and still net a profit 
on a reasonable expectation of volume. 

6. Only alert management with research minds 
will be employed. 

7. A cost department will be maintained that 
really functions in pricing manufacturing oper- 
ations. 

8. Credits are to be given only to those who are 
entitled to such accommodations. 

9. Laboratory research is to be constantly under- 
taken to improve the products, and appliances will 
be frequently modernized not only to keep up with 
competitive appliances, but ahead of them. 

10. Promotional activities and advertising cam- 
paigns, sales contests, compilation and dissemina- 
tion of statistics, publicity, and the exchange of 
general information with other manufacturers are 
to be considered “must” policies. 


HAZARDS 


1. Lack of plan may result in serious inventory 
loss. 


2. Obsolete equipment increases costs as com- 
pared to costs of competitors who have the advan. 
tage of modern plants. 


3. The maintenance of an inadequate, unbdl. 
anced personnel tends to produce unprofitable 
operation. 

4. Too much volume in the low price line may 
result in lack of sales in the more profitable lines, 


5. The practice of indulging in profitless volume 
is sure to jeopardize financial standing. 


6. Phlegmatic personnel may defeat the essential 
aims of securing an outstanding product, attaining 
increased efficiency in the operation of the appii- 
ance, and insuring low cost production. 


7. The lack of an adequate cost accounting plan 
may cause a manufacturer to sell a large part of 
his product at a loss. 


8. Careless credit granting is likely to cause 
serious losses. 


9. Failure to keep up with the trend of the times 
may result in inability to retain the goodwill of the 
ultimate consumer. 


10. Failure to employ aggressive tactics, and to 
co-operate with fellow manufacturers may result in 
unprofitable marketing of products and loss of 
consumer acceptance. 


is prohibitive. And in the manu- take every item of cost into con- 


facturing department, the result is 
that small, unprofitable runs are 
the rule. Such a practice also very 
seriously affects attempted stand- 
ardization policies, and, hence, is 
dangerous from the merchandising. 
development, and . manufacturing 
phases of the business. Therefore, 
a manufacturer’s. sales structure, 
his manufacturing operations, and 
his entire organization’s tendency 
of thought and action should be 
concentrated on one type of prod- 
uct. 

Skilled employees must be avail- 
able in the designing, engineering, 
and development departments to 
make new models outstanding for 
beauty and modern styling, to 
insure low cost production, and to 
secure increasing efficiency in the 
operation of the appliance. 

An absolute essential is a cost 
department that really functions 
in pricing manufacturing oper- 
ations on modern equipment at 
correct speeds of operation—and 
correct speeds, at equitable costs 
of operation. Cost accounting must 
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sideration, and prices must include 
both cost and adequate profits. The 
lack of an adequate cost account- 
ing plan may cause a manufac- 
turer to sell a large part of his 
product at a loss, for if you do not 
have complete cost information, 
you may price the product on too 
high or too low a scale. 

The subject of equipment is also 
an important one in a manufac- 
turer’s plans, for obsolete equip- 
ment increases costs as compared 
to costs of competitors who have 
the advantage of modern plants. 
Hence, it is advisable that obso- 
lete machinery be replaced with 
new equipment as necessary. 

In the past, some manufacturers 
have been placed in a bad position 
by virtue of loose credit control. 
A hazard unquestionably arises 
from the extension of credits to 
those who are not entitled to such 
accommodations. The careless 
granting of credit is indeed likely 
to cause serious losses. Successful 
operators carefully watch their 


credits, and maintain rigid credit 
policies. 

The lifeblood of the gas industry 
is to retain its gas load by retain- 
ing the goodwill of the ultimate 
consumer by virtue of an improved 
cooking service. This can be ac- 
complished only by laboratory 
research to improve the industry's 
products and by frequently mod- 
ernizing appliances not only to 
keep up with competitive ap- 
pliances, but ahead of them. S0 
far, the manufacturers have been 
most fortunate in being able to 
accomplish this objective by c0- 
operatively formulating plans for 
specific appliance requirements. 
The certified performance range is 
one example, and there are many 
others. 

A large majority of the people 
in the United States are familia 
with gas as a fuel, and it is the 
task of the manufacturers in c0- 
operation with the gas utility in 
dustry, to keep them educated and 
informed as to the dependability, 
efficiency, and modernity of the 
present day gas appliances. T0 
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this responsibility, the manufac- 
turers have been most co-oper- 
ative. 

To keep gas appliances before 
the public, sales promotion and 
advertising must be continued and 
expanded to consumer appreciation 
of the fact that modern gas ap- 
pliances render the utmost in 
service from the standpoints of 
convenience and economy. Manu- 
facturers of appliances using com- 
petitive fuels have long since rec- 
ognized the importance of sales 
promotion and advertising and it 
is encouraging to note, that the 
manufacturers in this industry are 
now starting to compete on an 
equal basis, or at least a_ basis 
that they can afford, insofar as 
educational publicity is concerned. 


Another activity that is of para- 
mount importance and of great 
value to gas appliance manufac- 
turers is the collection and dis- 
semination of statistics. Accurate 
statistical data and their proper 
application are of great value to 
any individual company in a 
national industry. The Associa- 
tion’s statistical department with 
each member’s co-operation, has 
done much to make such data 
available for the manufacturers’ 
business. Sales and _ production 
figures are now compiled monthly 
on each type of major gas appli- 
ance, in addition to ranges and 
stoves. 

It is generally true that basic 
industries follow each other into 
periods of decline; and it is also 
generally true that they follow each 
other into periods of prosperity. 
However, the uncertainty of gen- 
eralities is also true. Consequently, 
the need for complete statistics was 
realized when the Association was 
organized, and much of the manu- 
facturer’s uncertainty and guess- 
work of basing his production and 
making his plans on the activity 
of other industries has been elim- 
inated. 

Another factor to weigh is the 
benefits to be received from sys- 
tematized and well planned pub- 
licity. During the last two years, 
the many press releases of the 
Association (planned by a public 
relations counsel) that have been 
published, have played their part 
in aiding to mold favorable public 
opinion. 

As has been pointed out by Mr. 
Saul Cohn, President, National 
Retail Dry Goods Assn. and City 
Stores Company, the retail sales- 
man is an important link in the 

(Continued on page 688) 
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Protection Given A Stove Manufacturer 
By Each Type Of Insurance 


This is a check list. Few, if any, stove manufacturers will require all of these coverages. This list should 
be the basis for a study of the borrower's premises by an experienced insurance man, who will then recom- 
mend the insurance needed. Many of these items are added to other policies as endorsements, and need 
not be separate policies. 





Repays Losses Resulting From: 


The lack of ability to collect amounts due a business because of the 
damage to or destruction of records by fire, lightning, and so on. 


Name Of Insurance 


Accounts receivable 
Automobile fire, theft,.and 
collision 

Automobile public liability 
and property damage 


Boiler insurance 


Burglary 





fhe damage on loss of the insured automobile by fire, theft, or a col- 
ision. 





The automobile of the insured causing injury, death, or damage to 
the property of others. 





Loss, expense, and dama) - resulting from an accident to a ‘steam 
boiler in which property damage or bodily injury to persons occurs. 





Property being stolen by someone entering the building for the pur- 
pose of stealing, and leaving visible marks at the place of entrance. 





An: accident to the one insured. Certain amounts are paid to the 
business rather than to the insured or a personal beneficiary for dis- 
memberments, loss of eyesight, or for death. 


Business accident 


é Business being inoperative due to destruction or serious damage to- 

: building, machinery, or the raw product, resulting from fire, tornado, 

Business interruption or other insured hazard (the insured is reimbursed for the net profits 
and the fixed charges thus lost.) 








The inability to get needed power furnished by a power plant which 


Business interruption due is inoperative because of fire damage. 


to loss of outside power 





Death—the stated amount to be paid to the business, rather than 











i i to a personal beneficiary. 

Business life | benefi 

Check alteration and The wrongful use of the insured’s name on a check, or the changing 

forgery of the check as to amount or payee after the insured wrote it 

Consequential loss from jon Soya is the indirect result of a fire or other unexpected 

fire and allied hazards ia 
ee Hazards assumed by the insured for which he would not otherwise be 

Contractual liability held liable. 





A violent shaking or trembling of the earth which damages or destroys 


Earthquake (only =m the insured property. 


earthquake areas) 





Damage to the property or the person of others resulting from an 











Explosion legal liability explosion on the property of the insured. 
Fidelity bond The dishonesty of employees of the insured. 
. : Being held legally liable for loss to other property because of a fire 
ae explosion legal or explosion in the insured property. 
y 
: iy ue Damage or destruction of the insured property by fire, windstorm, 
Fire with additional hail, riot, explosion, air craft, motor vehicle, smoke damage, or oil 


hazards endorsement burner smudge. 





Protection for 50 or more employees in one concern given by one 
policy (each insured is given a certificate) without medical exami- 


Group life and group 





: nation and at a lower price than for individual policies, against death 
accident or accident, respectively. 
Hire ic liabili Bodily injury or damage to the property of others caused by an auto- 
and eda mobile or truck hired for the use of the insured, but not owned by him. 





Forcible possession of personal property 


I : being taken within the 
premises of the insured. 


Inside holdup 


Occupational disease (to be 
added to workmen’s com- 
pensation policy) 





Illness caused by the hazards which are constantly present in the 
regular operation of the named business. 





The necessity of defending a patent owner and his licensees against 
all infringements. 


Patent infringement 





An accident to the one insured. Certain sums are paid for certain 
dismemberments, or for loss of eyesight, or for death to a personal 
beneficiary rather than to a business (which would be business acci- 
dent insurance.) 


Personal accident insur- 
ance (of owners or part- 
ners) 


Personal life insurance (of 
owners or partners) 





Death—the stated amount to be paid to beneficiaries of the insured 
instead of to a business concern (which would be business life.) 














Public liability and Bodily injury, death, or damage to the property of others (not i in in the 
property fae employ of the insured) for which the insured is held liable. 
Safe burglary Personal property being stolen from a vault or safe. 
The damage to property of others by fire or the personal injury or 
Side track death of individuals for which the existence of a railroad side track 
serving the insured’s property is held to be the cause. 
s. asas Claims for bodily injury or death resulting from the operation of 
Teams liability wagons, equipment, and draft animals described in the policy. 





Claims for damage to the property of others resulting from the opera- 
tion of wagons, equipment, and draft animals described in the policy. 


Teams property damage 

















Trailer public liability and Claims for bodily injury, death or damage to the property of others 
property damage caused by an automobile trailer owned by or operated for the insured. 
us Damage to named goods, or their destruction, while in transit on a 
Transportation named carrier at a stated time, and resulting from a named cause. 
Accidents to goods being transported by a motor truck owned or 
Truck cargo hired by the insured. 
iabili Claims for bodily injury, death or property damage arising from the 
piety ogy operation of a motor truck owned by or operated for the insured. 
Injuries to employees for which a workman's compensation law 





Workmen’s compensation requires the employer to pay. 
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Merchants Help “Sell” Service Charges 


By selling customers on the justification for service charges 
before they were installed rather than after, the banks of 
Colorado Springs had no difficulty in getting full co-operation. 


HENEVER a drastic change 

is made in banking regula- 

tions, a need is created for in- 
telligent, carefully planned public 
relations work. The adoption of 
bank service charges, for instance, 
presents such a need. 

Members of the Colorado Springs 
Clearing House Association recog- 
nized that fact when they decided 
to adopt a schedule of service 
charges and acted accordingly. In- 
stead of announcing the charge in 
an arbitrary, matter-of-fact way, 
we broke the news gently—with an 
educational campaign which showed 
very clearly the reason for the 
charge. In other words, we sold the 
idea to the public instead of trying 
to force it on them. The results 
have been very gratifying. We’ve 
encountered very little resistance to 
the charge. 

The first thing we did was to 
make a strong bid for the co-opera- 
tion of local merchants. We called 
a meeting of the Mercantile Divi- 
sion of the Chamber of Commerce, 
explained to members the necessity 
for adoption of a service charge and 
asked for their suggestions. 

Several features of our original 
schedule were objectionable to the 
merchants so we changed them. For 
instance, we found that they were 
against a service charge for cash- 
ing travelers checks. They felt 
that as Colorado Springs is a large 
tourist center, such a charge would 
tend to drive away profitable busi- 
ness. We could see their point and 
struck out this feature. 

Because of the co-operation we 
gave the merchants, they have 
helped us in every way possible. 
For example, it was the Mercantile 
Division of the Chamber which 
gave us the suggestion for a series 
of radio plays dramatizing the serv- 
ice charge—a feature of the educa- 
tional campaign which undoubtedly 
did a great deal to make it effec- 
tive. 

We carried out this same principle 
in advising stockholders of the plan 
beforehand. Each stockholder was 
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By H. CHASE STONE 


Assistant Vice President, First National Bank, 
Colorado Springs, Colo. 


sent a personal letter explaining the 
system and was asked for sugges- 
tions. Here again we got the benefit 
of constructive criticism. And at the 
same time we created an army of 
“salesmen” who understood that 
the charge would benefit them in- 
directly and who consequently ex- 
plained it in the proper light to their 
friends. 


Campaign Encouraged Personal 
Conferences 


The whole general advertising 
campaign covering the _— service 
charges was based on the theory 
that really effective explanations 
could best be given in personal con- 
ferences with depositors. We didn’t 
try to tell the whole story in our 
general advertising but rather used 


The Simple Steps In The 
Educational Plan 


1. Local merchants were asked 
to advise the clearing house 
banks on the details of service 
charges. 


2. Advertisements explained 
the reasons for service charges. 


3. Radio skits 
their fairness. 


demonstrated 


4. Residents were asked to get 
a more complete explanation 
from bank officers. 


5. Customers were sent an 
explanatory pamphlet. 


6. Tellers kept a record of all 
complaints made at the window, 
asking the customers to discuss 
them with an officer. 


7. Those customers who did 
not follow this suggestion were 
contacted later by a bank of- 
ficer. 


it to explain basic principles and to 
sell the public on the idea of coming 
to us for explanations as applied 
individually to their accounts. 

The first announcement was made 
to depositors in the form of a small 
pamphlet, which was mailed out. It 
contained a general explanation of 
the reasons for adopting the charge 
but did not go into any detailed 
description of applications. The 
copy used here concluded with a 
statement that a schedule of charges 
could be obtained at any bank, 
where the officers would be pleased 
to explain it in detail. 

The pamphlet was followed up by 
a series of four advertisements pub- 
lished in two papers. These ads 
made no specific explanation of the 
service charge, the copy being de- 
voted merely to the subject of 
progress in banking. Readers were 
advised to visit their own banks for 
consultations. 

Coincident with the newspaper 
advertising, a series of six radio 
playlets was used. These were 
scattered over a two week period. 
Each playlet took up a specific ex- 
ample showing how the service 
charge would affect an individual 
account. 

The way in which the message 
was dramatized may be of interest. 
The following excerpts from a play- 
let which told the story of “Johnny” 
who went to Banker Williams for 
information on the service charge, 
helps explain the method of presen- 
tation: 

Williams—Johnny, did you ever 
stop to think about how many dif- 
ferent services enter into a check- 
ing account? 

Johnny—What do you mean by 
that, Mr. Williams? 

Williams—Well, when you first 
started your checking account 
Johnny, you brought in your de 
posit. 

Johnny—yYeh and the teller gave 
me a checkbook and a deposit book. 

Williams—Yes, he GAVE them 0 
you Johnny. And then the book- 
keeper entered your name and the 
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deposit on a ledger sheet. When you 
wrote your first check, another en- 
try was made and deducted from 
the amount of your deposit. Now 
you're a bookkeeper yourself, aren’t 
you Johnny? 

Johnny—Yes. Some day I’m go- 
ing to be an auditor. 

Williams—I’m sure you are 
Johnny and you can understand 
how much work and service is re- 
quired for EACH checking account. 

Johnny—Sure. 

Williams—Your bank has always 
given you those services and your 
bank has been mighty glad to do it. 

Johnny—Oh! You mean that’s 
the reason for the new service 
charge To cover the cost of book- 
keeper’s salaries, checkbooks and 
other things? 

Williams—Not to cover the cost 
entirely, Johnny, but to pay for a 
portion of the services we used to 
give all our depositors. 

Johnny—Your’re still going to give 
the same services but we’re going 
to pay for a few of them? 

Williams— Just a portion, Johnny. 
For instance, when you open a 
checking account with us or any 
local bank, you get a safe place for 
your funds, a checkbook furnished 
by your bank, the services of our 
bookkeeping department which 
gives you a statement whenever you 
want it, advice on financial mat- 
ters of all kinds, and many other 
services. We carefully analyzed 
accounts, Johnny, and discovered 
that over 100 items of expense en- 
ter directly or indirectly into the 
handling of every checking account. 

Johnny—Over 100 different items 
of expense? Gosh, Mr. Williams, I 
know you can’t make any profit 
out of small checking accounts. 
How did the bank take care of those 
expenses? 

Williams—We absorbed them, 
Johnny—deducted them from our 
revenue, and went right ahead of- 
fering those free services to our 
customers. But our revenue today 
has decreased. We’re no longer able 
to lend as much money as before. 

Johnny—That’s where the bank 
gets its profit isn’t it—from interest 
on loans? 

Williams—And from investments. 
And we were quite willing to ab- 
sorb the expenses of our free serv- 
ices as long as we could, but today, 
Since our revenue has been de- 
creased, we are asking our deposi- 
tors to pay for a portion of this 
free service.” 

From. this point, the playlet went 
into a detailed dialogue covering 
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Your banker is in- 
terested in your wel- 
fare—ask him if you 
don’t understand our 
safety service charge 
plan. 


@ Surpluses and Safety 


An item of extreme importance to every bank cus 
tomer yet one most easily overlooked, is that of a sur- 
plus account. In banks, as in all lines of business, an 

* adequate surplus may mean the difference between 
continued operation and failure. 


Every dollar added to the surplus account of your 


bank is a dollar added to the increased safety of your 
account. When income fails fo maintain a pace with 
the cost of operating a bank, dollars are withdrawn 
from surplus accounts and the safety of your money is 


thereby reduced. 


Rather than risk the safety of your money, the 
banks of Colorado Springs have installed a fair and 
equitable system of service charges for safety in which 
each customer, either through the profit to the bank 
from his account or by paying a reasonable charge for 
services rendered, is contributing his share to the mar- 
gin of safety protecting his deposit. 


Your bankers are 
proud of their view 
of the banking busi- 
ness and will explain 
thelr charges upon 
requ 


we BANKS ¢ Springs 


Combined Deposits Over $20,000,000.00 
First National Bank—Exchange National Bank 
Colorado Springs National Bank—Colorado Savings Bank 
Members Federal Deposit Lnsurance Corporation 


the costs of handling Johnny’s ac- 
count, the earning power of his av- 
erage balance and the deficiency to 
be covered by the service charge. 
After hearing several playlets 
like that, depositors began to real- 
ize that there was a very sound 
reason for the service charge, that 
it wasn’t an arbitrary proposition 
put in to increase bank profits. The 
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whole matter was humanized. 


Urged Conferences With Officers 


You'll note that the theme of our 
entire advertising campaign was 
directed to encourage personal con- 
ferences regarding the _ service 
charge with bank officials. We felt 
that this procedure would not only 


(Continued on page 684) 
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Customer Education Avoids Delays 


In Cheek Cashing 


Anything questionable on the face of the check or with the 
endorsement places the teller in doubt as to the safety in cash- 
ing it. This bank found a way to avoid questionable checks. 


By SHELDON L. STERLING 


Assistant Treasurer, Union and New Haven Trust Co., 


T’S surprising how easy it is for 
even the most experienced cus- 
tomers to make some simple but 

important mistake in writing or 
endorsing a check. 

After we had experienced many 
cases in which the tellers were in 
doubt as to whether a check should 
be cashed or not, we developed a 
plan to avoid errors. We knew that 
we must have a way to educate our 
customers, so we first collected a 
number of examples of mistakes 
found in checks offered at the teller’s 
window. Then we made cuts of 
checks illustrating these points, and 
published them with the following 
explanation in our monthly bulletin 
to customers, called “The Union 


New Haven, Conn. 


and New Haven Trust Co. Journal.” 

Our discussion was. entitled, 
“What’s Wrong With This Check?” 
In order that our friends in other 
banks may get some ideas from 
what we published, we quote here 
the complete article which accom- 
panied the illustrations which are 
reproduced here, together with the 
caption that went with each cut. 

“Now that vacation time is here 
again, we are once more reminded 
of the story about the Civil War 
veteran who was displaying his 
pension check to his cronies at the 
corner grocery store. 

““See that?’ he said, pointing to 
the signature of the Treasurer of 
the United States on the check. 


Many bank customers fail to appreciate why “Better Safe Than Sorry” is a 
fundamental precept with all efficient tellers. Which is the reason why the 
educational folder described here comes under the head of good banking. 


‘Tain’t worth a dime until I put my 
own signature on the back of this 
check!’ 

“Banking is a peculiarly personal 
business in which one _ individual 
trusts another with the possession 
or care of money or property. This 
relationship, to be soundly main- 
tained, obviously calls for the use 
of receipts. It also calls for a means 
of personal identification which will 
be universally safe and effective. 

“For both of those purposes, 
nothing better has yet been devised 
than one’s written signature. 


“For example, the banking device 
of travelers’ cheques wholly de- 
pends upon the personal signing of 
one’s name. When you buy travel- 
er’s cheques, you sign them in the 
presence of the person supplying 
them. When you cash them, you 
countersign in the presence of the 
person accepting them. Under such 
circumstances, it is practically im- 
possible to forge the countersigna- 
ture. Travelers cheques are, there- 
fore, ideal ‘travel money.’ 

“Compare their ready acceptance 
with what happens when you try 
to get a personal check cashed at 4 
bank in a strange city. Unless the 
bank knows you, believes your check 
is good, and is somehow comper- 
sated for giving you the immediate 
use of cash while waiting for your 
check to be collected, why should it 
give you cash in return for a mere 
piece of paper? 

“Most bank customers, appreciat- 
ing the soundness and reasonable 
ness of that attitude, avoid trying 
to get personal checks cashed whet 
away from home. If they have aly 
difficulty at all about getting checks 
cashed, this difficulty occurs right 
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at their own bank in their own 
home town! 

. “Yes, every day at The Trust 
Company and, we suspect, in other 
banks all over the country, some 
customer handing in a check to be 
cashed will hear the teller say: 

“’m very sorry, but we cannot 
cash this check.’ 

“Naturally, no one likes to have 
that experience. To most people, 
bank checks are the equivalent of 
cash. To have a check questioned, 
therefore, comes as a bit of a 
shock, or may be acutely embar- 
rassing. Or the day may be hot and 
the customer will ask in a voice 
many decibels above his’ usual 
speaking tone: 


‘What's Wrong With It?’ 


“As a rule, you can be sure that 
the paying teller will not refuse to 
cash a check without good reason. 
Remember: He is a picked man. 
He occupies a highly responsible 
post. He pays out cash. If he makes 
a mistake, the bank may suffer. If 
he makes too many mistakes, he 
may lose his job. All day long, often 
under pressure, he must make hair- 
trigger decisions, smile, and give 
efficient service. But all the time, 
in the back of his mind, is this 
thought: The general rule is that 
a check should be payable to a cer- 
tain someone and to no one else. 
Anyone cashing a check for any- 
one other than the payee or endor- 
see does so at the risk of having to 
make good the amount so paid out. 

“Actually, therefore, the teller 
questioning a check is following a 
routine which experience has proved 
necessary if you and all other de- 
positors—and the bank—are to be 
protected. He must be alert. He 
must see that no check drawn on 
your account.or anybody else’s is 
honored by the bank unless that 
check is in proper order. 

“To show what frequently hap- 
pens merely in connection with the 
cashing of checks, we illustrate here 
some of the reasons why tellers are 
constantly asked: ‘What’s wrong 
with this check?’ ” 
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“What's Wrong With This Check?” 


These are the sample checks which were illustrated in the 
Union and New Haven Trust Company Folder. Examine them 
yourself and see whether you can discover what mistakes have 
been made. Then turn to page 704 and compare your an- 
swers with the explanations which were given in the folder. 
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Why Installment Financing Has Succeeded 


Here, in 67 sentences, is a summary of the exhaustive study made by the author, 
two parts of which have been published in previous issues. The report was made 
for the officers and directors of his own bank to enable them to decide on 
the suggestion that a special personal loan department should be installed. 


WELL-MANAGED finance 
company constitutes an ideal 
credit risk. 

The experience during the past 20 
years in the financing of automo- 
biles has not only been exceptional, 
but it has been remarkable. In order 
to present a simple and concise sum- 
mary of the principal features of 
automobile finance companies and 
the record made, I have reduced the 
material to brief comments. 


Assets 


1. They take security and give 
security, (except the big three and 
a few others whose capital struc- 
ture and record are adequate to 
offset lack of specific security.) 

2. Over 80% of assets ccnsists of 
receivables, most of which are 
payable in monthly installments. 

3. Risks are small and widely 
spread. 

4. Their assets include practically 
no merchandise (repossessions), no 
real estate, and no equipment to 
speak of. 

5. Flexibility of assets permits 
rapid adjustments to changing con- 
ditions. 

6. In depression periods, the cur- 
rent ratio improves, due to declin- 
ing volume, liquidation of receiv- 
ables, and reductions in debt. 

7. Rapid turnover in wholesale 
financing often offsets long term 
retail. 

Liabilities 

8. The ease and rapidity of ad- 
justments, in borrowing policies in 
response to economic conditions, 
fluctuations in volume, and condi- 
tions of financial markets are re- 
markable. 

9. Liabilities are usually spread 
over such a period that, by ceas- 
ing purchases, it would be pos- 
sible to liquidate in an orderly 
manner. As a general rule, finance 
companies should be able to liqui- 
date indebtedness within six months, 
which is very satisfactory in com- 
parison with other businesses. 
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10. No automobile finance com- 
pany owes as much in proportion 
to its capital as a bank. Further- 
more, a large percentage of the 
liabilities of many banks is payable 
on demand, while the liabilities of 
a finance company are _ usually 
spread over a period of months. 

11. In bad times, liabilities are 
less than in good times. 

12. Although a finance company 
loan may appear to be continuous 
on the books of a bank, it should 
not be overlooked that the collat- 
eral turns over fast, and therefore, 
the steadiness of the loan is not 
necessarily an undesirable feature. 


Net Worth 


13. During depression years, own- 
ers’ proportionate equities increase, 
due to shrinkage of borrowed 
money rather than to changes in 
net worth itself. 

14. Net worth is an important 
“buffer” affording protection to 
creditors. 

15. Companies have been able to 
make adjustments in capital struc- 
ture easily and rapidly. 


Operations 


16. While a manufacturer, jobber, 
or retailer upon running into ad- 
verse conditions experiences an 
operating loss a!most immediately, 
the finance company continues to 
enjoy earnings. 

17. A comparison of finance com- 
pany losses with losses in other 
lines is convincing of the non- 
speculative nature of the former. 

18. Net losses, as percentages of 
net worth, are practically negli- 
gible in finance companies as 
proved by University of [Illinois 
survey. 

19. Losses on assets are usually 
under 1%, and frequently under 


%%. The principal causes are 
fairly well defined, and with aver. 
age care, can be avoided to a great 
extent. Losses resulting from errors 
of commission or omission in con- 
ditional sales contracts are prac- 
tically unknown. 

20. Lack of heavy fixed charges 
is important to flexibility in oper- 
ations, resulting in greater stablity 
of earnings. 

21. This stability of earnings jus- 
tifies extensive trading on the 
equity and free use of preferred 
stock. 

22. Ability of finance companies 
to reduce interest costs in the face 
of rising expenses, results in less 
fluctuation in profits. 


Purchaser 


23. Finance companies operate 
on the principle that character and 
earning power are the best security 
possible and the results justify this 
belief. 

24. Ninety per cent of automo- 
bile contracts are paid without 
collection difficulties. 

25. The purchaser is investigated 
carefully. 

26. Critics ignore the fact thal 
installment credit extended largely 
to recipients of wages and salaries 
is likely to produce less effect on 
the business cycle than producers 
credit affected by profits. Statis- 
tics show that business profits 
shrank at a rate more than three 
times as great as did wages. 

27. The average individual has 
proved himself credit-worthy. This 
is a fact supported by analysis 
open accounts as well as_ install 
ment credit, the latter amounting 
to about one-half of the former. 


Automobile 


28. The automobile is regarded 
as a family necessity. 

29. Pride of ownership stimulate 
prompt payment. 

30. The automobile of today ® 
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superior in quality and lower in 
price than the automobile of years 
ago. 

31. Contracts on very old models 
are discouraged. 

32. Recently there has been a 
general tightening up as a result 
of pressure brought by the two 
large trade associations, the big 
three, and many banks. Relaxing 
of terms was a mistake but the 
co-operation evident in effecting 
correction is very gratifying. 

33. The above comment 
applies to down payments. 


also 


Collections 


34. The success of finance com- 
panies in collections is almost un- 
believable. Collection departments 
operate with great efficiency. Their 
office “follow up” and field con- 
tacts are regular and frequent. 

35. Record of collections during 
worst depression years is outstand- 
ing. 

36. If the business outlook is dis- 
turbing, finance companies can dis- 
continue the purchase of paper and 
raise funds by concentrating on 
collections; whereas, in ordinary 
business practice, it is in bad 
times that creditors are compelled 
to continue to extend credit to 
carry customers over the depres- 
sion, and of course must continue 
to accept credit sales. 


Installment Buying In Principle 


37. The claims that installment 
buying contributes to a great extent 
relatively to the evils of extrava- 
gance and over-buying have been 
disproved. 


38. Installment buying instead of 
simply advancing the time of pur- 
chase really leads to an increase in 
volume, as many would not volun- 
tarily save over a period of time. 


39. The intelligent commitment 
of future income has been proved 
to be sound. 


40. Regardless of critics, it is a 
fact that installment outstandings 
actually represent but a small per- 
centage of national income and 
total retail sales. The public has 
not mortgaged the future unduly. 


41. Wide acceptance of this type 
of financing has resulted in mass 
production which brought about 
lower costs to consumers including 
a lowering of finance company rates 
in recent years. 

42. Of course, there are still 
abuses in the finance business but 
Practices are gradually becoming 
more uniform and conservative as 
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O UNIVERSAL WAS RESPECT IN ANCIENT GREECE FOR 

THE TEMPLES TO THE GODS, THAT WEALTHY ARISTOCRATS FELT 
PERFECTLY SECURE IN DEPOSITING WITH THE PRIESTS FOR SAFE- 
KEEPING, THEIR JEWELRY, PLATE AND OTHER PRIZED POSSES- 
SIONS. THIS TREASURE APPEARS SIMPLY TO HAVE BEEN STORED 
=IN- PARTITIONED-OFF CORNERS. THESE TEMPLE STOREHOUSES 
= WERE PROBABLY THE WORLD'S FIRST SAFETY-DEPOSIT VAULTS. 


far as many larger companies are 
concerned. 


43. Installment buying has come 
to stay—weaknesses are being 
eliminated, experience is being 
built up, and it is taking its place 
as a sound and useful business 
practice. 


44. Sound installment buying 
encourages the budgeting of family 
income and systematic saving for 
investment in durable family pos- 
sessions. Credit is an advantage 
that should not be confined to the 
well-to-do. Consumer financing 
has enabled millions of honest, 
industrious people-to gratify their 
wants. Critics say it has been a 
costly way to do so; but, it is very 
probable the great majority would 
not have otherwise accumulated 
the funds necessary to obtain an 
automobile, refrigerator, or radio. 


Depression Record 


45. During the past several de- 
pressions, there has been no im- 
portant finance company failure. 
These companies are practically 
“depression proof.” 

46. Every kind of debt is a com- 
plicating factor in a period of de- 
pression, but critics are wrong in 
saying that installment financing 
had a large part in bringing about 
the depression of 1929. The liqui- 
dation of installment paper was 
not nearly so disturbing as the 
liquidation of stock market loans, 
real estate loans, bonds, and other 
bank loans. In 1929, the latter far 
exceeded the former. Furthermore, 
installment credit is only about 
one-half of all retail credit which 
is only one-third of all retail sales. 
The dangerous effects of install- 

(Continued on page 682) 
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How The Law Controls Trust Operations 


VIII. The Case Of Federal Documentary Taxes 


By LAWRENCE R. BLOOMENTHAL 


Attorney and Tax Consultant, Chicago, Ill., and Des Moines, Ia. 


NDER, present laws, banks are 
U liable not only for the amount 

of federal documentary taxes 
due upon instruments issued, signed, 
or sold by them, but also upon those 
executed by others for their use or 
benefit. Another section of the 
statute makes it a misdemeanor 
(punishable by a fine of $100 for 
each offense) to “make, sign, issue, 
or accept” any taxable document 
on which the full amount of tax 
has not been paid.(2) 

Since these requirements affect 
bank operations so directly, prevail- 
ing laws and official interpretations 
issued by the Treasury Department 
must be carefully analyzed. 


Stock Issue 


Whenever a bank or other cor- 
poration is organized, reorganized, 
merged, or consolidated, tax liability 
on original stock issues may be 
incurred. Under Section 1802(a), 
Internal Revenue Code, a tax based 
on the par or actual value is levied 
upon every original issue of the 
capital stock of a corporation, 
investment trust, or similar organ- 
ization. 

According to Regulations 71, stock 
is issued as soon as subscriptions 
have been accepted. Neither pay- 
ment in full nor actual delivery of 
the shares or certificates is essential 
to the “issue” of stock for tax pur- 
poses. (2) 

Subscriptions upon condition, 
however, are treated as an exception 
to this rule. Until all of the terms 
outlined in the subscription agree- 
ment have been fulfilled, there is no 
taxable issue of stock even though 
the certificates are detached and 
delivered to a bank acting as 


escrowee or transfer agent. 

Whether a subscription is condi- 
tional or without restrictions, it is 
quite clear that the motive under- 
lying the stock is of no importance. 
Tax is due, therefore, on shares 
issued solely as collateral security 
for a loan, but no further tax 
accrues either upon the transfer to 
a lender or redelivery to the bor- 
rower. (3) 

In addition to original issues of 
capital stock, Section 1802 taxes all 
shares or certificates issued by a 
corporation, investment trust, or 
similar organization as evidence of 
an interest in property, profits, or 
accumulations. For this reason, 
participation certificates brought out 
by the trustees of commingled 
investment funds, such as mortgage 
pools, are taxable at the rates placed 
upon original issues. However, 
certificates issued by a bank as 
trustee of a common fund to itself 
as trustee of individual trusts are 
not subject to this tax. If the fund 
is organized and maintained in 
compliance with Regulation F of 
the Federal Reserve Board, it is not 
regarded as a corporation or asso- 
ciation for tax purposes and certifi- 


(1) Sec. 1809(a@), Int. Rev. Code, 1939 im- 
poses civil liability while underpayment of 
tax is made a misdemeanor by Ser. 
1820(a). Additional penalties are fixed 
in Sec. 3612. See also: Art. 136, Reg. 
71, 1932 ed. 

Art. 25, Reg. 71. 

Sec. 1802(a). I. R. C. (original issues) ; 
Sec. 1802(b) tax on transfers and sales. 
Hamilton Natl. Bank of Chattanooga vs. 
U. S., 14 F. Supp. 736 (mtge pool); 
S. T. 44 (taw paid notes); Brooklyn 
Trust Co. vs. Corwin (1935) 5 F. Supp. 
287 (composite trust fund). 

Art. 28(g) Reg. 71; S. T. 610 XI-2 
C. B. 523; See also: W. Va. Pulp & 
Paper Oo. vs. Bowers (1924) 293 Fed. 
yg Standard Mfg. Co. vs. Heiner, 300 
. 25 

Rio eras Oil Co. vs. Welch (1939)— 
F(2d)—394 OCH P. 9302. 


cates of interest are not analagous 
to corporate shares.(4) 


Mergers And Consolidations 


When two or more corporations 
combine into a single unit, which 
continues to do business under the 
amended charter of one of them, a 
merger occurs. Should new stock be 
issued merely as a substitute for the 
shares of the merging corporations, 
no tax need be paid. But, if addi- 
tional stock is brought out, there is 
a change in the proportionate inter. 
ests represented by the old share 
and an issue tax is levied upon 
them. (5) 

Whenever a consolidation takes 
place, the combining companies 
are absorbed into a _ corporation 
especially created for that purpose. 
All of the new stock is an original 
issue, since it changes the interests 
of the shareholders in the old cor- 
porations. 

Split-ups or exchanges of par for 
no-par stock are not taxed as orig- 
inal issues, so long as there is no 
change in the ownership of the 
shares and the capital stock account 
remains the same. Failure to comply 
with this rule recently resulted ina 
judgment denying a refund 
“original issue” taxes on a 5 to! 
exchange of no-par for par value 
shares. 

In this case,(6) a $30,000,000 
increase in surplus due to a reap- 
praisal of assets was transferred t 
the capital account in connection 
with the issue of new _ share 
Although the amended certificate 
incorporation provided that thes 
shares were to be substituted fo 
the old ones without any transfet 
of surplus or undivided profits 


Documentary taxes have a direct application to banks—particularly 
to many phases of trust department operation. Realization that 
you may be subject to fine for failure to comply with these tax 
requirements, makes familiarity with them even more important. 
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the capital account, the Circuit 
Court of Appeals held that the 
actual facts were controlling. By 
reducing the surplus and increasing 
the capital liabilities of the corpor- 
ation, the rights of the stockholders 
were altered just as though there 
had been an entirely new issue of 
stock. 

When a state bank is converted 
into a national bank, neither the 
issue of new stock nor surrender of 
old stock is taxable. Since the 
National Banking Act expressly 
continues the identity of the cor- 
poration and its stock,: the old 
certificates need not be cancelled, 
but can merely be stamped with the 
new name.(7) 


Stock Dividends 


Since 1919, treasury regulations 
have provided that distributions of 
stock dividends are taxable as orig- 
inal issues. While the Supreme 
Court has not yet settled the valid- 
ity of this interpretation, one of the 
Circuit Courts of Appeal recently 
announced its unqualified approval. 
In Grant Co. vs. Duggan,‘ one 
share of no-par value stock was 
issued for each outstanding no-par 
share. At the same time, $1 was 
transferred to the capital stock 
account for each new share by 
debiting surplus for a corresponding 
amount. Holding that a stock divi- 
dend had been distributed, the court 
ruled that it was taxable as an 
“original issue’. 

Since the stamp tax laws have 
been reenacted while these regula- 
tions were in force, this indicates, 
according to the Court, that Con- 
gress was satisfied with the inter- 
pretation announced by the Treas- 
ury Department. 

Subscription warrants and “stock 
rights’ may be issued to present 
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stockholders without incurring any 
“original issue” tax. Such docu- 
ments represent a power to acquire 
additional stock within a fixed time 
or at a stipulated price and do not 
come within the definition of shares 
of capital stock. Neither can they be 
classified as certificates evidencing 
an interest in profits, property, or 
accumulations of fhe issuing cor- 
poration. Their subsequent transfer, 
however, is taxable.(9) 


Basis Of Issue Tax 


The original issue tax is based 
upon the par or face value of stock 
or the actual value of no-par shares. 
There is a conflict of opinion among 
the federal courts over the validity 
of Article 27(d), Regulations 71, 
which defines “actual value” as the 
market price at the time of issue. 
One line of opinion upholds the 
regulations even though the pre- 
vailing market price is an inflated 
“boom” figure which crashes within 
a few days after the date of issue. 

A contrary view was expressed in 
another decision granting a partial 
refund of stamp taxes paid by a 
corporation on an original issue of 
its capital stock.(49) Since it was so 
recently organized, it had no record 
of earnings or good will and its sole 
assets consisted of funds contributed 
by stockholders. The majority of 
shares were subscribed for at $17.50 
but a small percentage sold for $30 
per share on the New York Curb 
Exchange shortly after the date of 
issue. 


(7) 8S. T. 82 issued in 1921 and G. C. M. 
11387, XII-1 OB 427. 

(8) (1988) 94 F(2d) 859, 384 CCH P. 9111; 
Art, 28(e), Reg. 71. 

(9) Art. 29(e) Reg. 71; Art. 34(g). 

(10)Grant Co. vs. Duggan, see footnote (8). 
Intercoast Trading Co. vs. McLauvhl'n 
(1936) 18 F. Supp. 147, 374 CCH P. 
9078. 


, Reg. 71; Sec. 1802(a) Int. 
Rev. Code. Empire Trust Co. vs. Hoey 
(1939)—F(2d)—394 CCH P. 9467. 


Suit for refund was filed on the 
ground that taxes had been erron- 
eously imposed at market rather 
than book values. In granting a 
partial refund, the court empha- 
sized that the tax is levied upon 
“actual value” which is not always 
the same as market value, especially 
in periods of inflation. It felt that 
*Article 27(d) was too strict in pre- 
scribing market value as an “inflex- 
ible measuring rod” of the tax on 
no-par stock. Instead, all factors 
pertinent to the. individual case, 
including market quotations, asset 
and book values, earning capacity, 
and expert testimony should be con- 
sidered. 


Tax Rate 


Par value issues are taxable at 
the rate of 10 cents on each $100 of 
par or face value. No-par stock is 
taxed on a sliding scale. If the 
actual value is less than $100, the 
tax is 2 cents on each $20, but if it 
exceeds $100, the tax is 10 cents on 
each $100 or fraction thereof. Be- 
cause of this difference in rates, less 
tax may be incurred on a large 
number of no-par shares than if 
fewer shares having a_ greater 
actual value are issued.(41) 


Transter Tax 


Once stock has been issued, a 
transfer tax must be paid on sub- 
sequent transactions. Section 1802 
(b), Internal Revenue Code, levies 
a flat rate upon: 

“*all sales, agreements to sell, 
memoranda of sales or deliveries,*” 
of the shares or certificates whose 
issuance is taxable under Section 





1802(a). Likewise, wransrers. ot! 
legal title to any such securities or 
of rights to subscribe for or receive 
them, whether or not a sale takes 
place, are subject to this tax. 

Stamps must be affixed to the 
books of the corporation if that is 
the only record of the transfer. But, 
a transaction falling within the 
statutory definitions is taxable even 
though the only evidence is an 
assignment in blank, an agreement 
to sell, or delivery of the instru- 
ments themselves. In such cases, 
the law requires tax stamps to be 
placed upon the certificates involved, 
or upon the bill or memoranda of 
sale which must be delivered by the 
seller to the buyer. The fact that 
the buyer is acting as agent, execu- 
tor, or trustee and receives no per- 
sonal benefits from the transfer 
ordinarily has no effect upon its 
taxable status. Transfer of legal 
title usually is the controlling fac- 
tor. 

Prior to recent amendments, a 
tax was imposed upon the transfer 
of securities to a bank for the pur- 
pose of collecting interest or divi- 
dends. Since June 30, 1938, how- 
ever, the statute expressly exempts 
deliveries or transfers of shares or 
certificates to a custodian. But, 
there must be a written agreement 
to hold or dispose of these secu- 
rities for the owner, subject at all 
times to his instructions. To qualify 
for this exemption, a certificate in 
the form prescribed by the Com- 
missioner of Internal Revenue must 
accompany each transaction.(22) 


Trust Problems 


When a trust includes corpora- 
tion stocks or similar securities, 
their transfer from the former 
owner is taxable only if, under 
local laws, the fiduciary acquires 
legal title. On the other hand, 
Article 35(f), Regulations 71, 
expressly exempts the transfer of 
stock from a decedent to the execu- 
tor or administrator of his estate. 
A tax is incurred, however, upon 
the transfer from the executor or 
administrator to a trustee, even 
though the same bank acts in both 
capacities. Stock transfers from a 
fiduciary to beneficiaries, or from 
an executor or administrator to 
legatees, are taxable also.(73) 

Transfers of securities from the 
name of an incompetent person to 
a committee appointed under court 
order are not taxable where, under 
state law, the ward retains legal 
title. In this group of states, the 
committee merely administers the 
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property for the ward’s benefit. 
Consequently, conveyances to the 
committee or reconveyances upon 
termination of the disability are 
exempt. Similar rules determine 
the taxation of transfers from a 
minor to his guardian and vice 
versa. Because there is no uniform 
rule, the statutes of each jurisdic- 
tion must govern.(?4) 

Provisions for successive life 
estates in the same property fre- 
quently are included in wills and 
deeds of trust. When one life 
estate terminates, the executors or 
trustees must decide whether a 
tax is due upon the transfer of 
securities to the next life tenant. 
Imposition of tax was sustained in 
one case where an estate was 
bequeathed to a life tenant with 
remainder over upon his death. 
Here it was held that the estate 
vested in the remainderman by an 
act of the parties, rather than by 
operation of law. Therefore a trans- 
fer tax was payable. 

But, if legal title is vested in a 
trustee with instructions to pay 
successive life incomes to stipu- 
lated beneficiaries, no tax will be 
due upon the death of the first 
recipient. Unless there is a divi- 
sion of the corpus, title to the 
stocks remains in the name of the 
trustee; their registration on the 
books of the issuing corporation 
can be changed tax-free.(15) 


Trustee’s Resignation 


Upon the death or resignation of 
a trustee, stock may be transferred 
tax free to the name of a substi- 
tuted trustee appointed in accord- 
ance with the terms of the will or 
trust agreement. Substitutions pur- 
suant to court proceedings author- 
ized by the statutes governing ad- 
ministration of estates also are 
exempt. In both instances, the 
transfer is effected by operation 
of law, but the status of a substi- 
tution ordered by a probate court 
under its general equity powers is 
not quite so clear. The Regula- 
tions do not cover this problem but 
a Bureau ruling grants exemption 
to a substitution approved by a 
probate court.(76 

Succession or _ substitution of 
trustees upon the sale of the trust 


(12)Sec. 1802(b) (1) (2); Art. 35 (v) Reg. 
17 


(13)8. T. 665; S. T. 830; 


Rul'ng Sept. 8, 
19387, 873 CCH, P. 6566 


. T. 884 and Rulings 398 CCH P. 6343 
nd 6198. 
(15)Ruling 3783 CCH P. 6566. 


(16)Art. 35(h) Reg. 71. 

(17) U. 8. vs. Merchants Natl. Bank (1939)— 
F.(2d)—. 

(18) Rulings in letters 393 CCH P. 6198 ¢ 


6343. 
(19)(1939)—F. Supp—s94 COH 9203. 


department of a bank is permis. 
sible in California and some other 
jurisdictions provided the approval 
of the Superintendent of Banks or 
other responsible state official js 
secured. In U. S. vs. Merchants 
National Trust and Savings Bank, 
it was held that under California 
law, transfers of trust assets to the 
successor bank took place by oper- 
ation of law, and, therefore, were 
not subject to the federal tax.(17) 

The Circuit Court of Appeals 
sustained a judgment of the Dis- 
trict Court awarding a refund of 
transfer taxes on the theory that, 
by implication, each trust sub- 
mitted to the old bank incorpor- 
ated the provisions of the Cali- 
fornia Banking Act. By the terms 
of this statute, once the sale of a 
trust department is approved by 
the Superintendent of Banks, it is 
consummated by “operation of law” 
without formal transfers of assets. 
It was held that no tax was due, 
since there had been merely a 
change in the name of trustees 
without affecting the character or 
corpus of the trusts themselves. 

It can be seen from the forego- 
ing rules that state law usually 
controls the taxable status of trans- 
fers to or from trustees and other 
fiduciaries. Yet, the Supreme Court 
recently stated that the federal 
revenue laws should be given a 
uniform, nation-wide interpreta- 
tion. In Lyeth vs. Hoey, the tax- 
able character of a will compromise 
settlement was held to be purely a 
federal question. To date, however, 
rulings in stamp tax matters indi- 
cate no departure from the usual 
policy of basing interpretations on 
local statutes.(78) 


Constructive Transfers 


While stocks may be exchanged 
tax-free by the corporation con- 
tinuing business after a merger, 
liability for a transfer tax may 
arise from the transactions between 
the merging corporations. In Kop- 
pers Coal and Transportation Com- 
pany vs. U. S.,“@9) a refund was 
denied for stamp taxes paid on 3 
transfer of corporate stocks from 
one of the participants to a Dela- 
ware corporation resulting from 
the merger. It was held that this 
was a transfer occuring through 
the execution of a merger agree 
ment rather than by operation of 
law. 

When existing corporations ate 
consolidated, not only is there @ 
issue tax on the new stock, bul 


(Continued on page 686) 
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RECORDAK’S 
ECONOMIES CAN HELP OFFSET — 
HIGHER OPERATING COSTS 


ACING further increases in operating 

costs, more and more banks are turning 
to Recordak Photographic Systems for im- 
portant operating cost reductions. 

In more than 3000 installations Recordak 
has proved itself an incomparable time-saver 
and cost-cutter. New safety and accuracy are 
assured by the exact photographic records 
produced at lightning speed. And Recordak 
Systems eliminate many of the time-con- 
suming, burdensome operations formerly 
thought essential to assure accuracy. 

Savings of as much as 45% net in Book- 
keeping Department operating expense, 50% 
in the Transit Department, 50% in station- 
ery, 40% in machine equipment, and up to 
98% in storage space are not unusual when 


Recordak Systems are installed. 

And with Recordak Systems, bank and 
depositors realize a new degree of security 
in the retention of accurate, tamper-proof, 
extraction-proof, and substitution-proof rec- 
ords not possible under less modern methods. 

No capital outlay is required to bring 
Recordak efficiency and economy to any 
bank. Bank-trained representatives will help 
you plan, install, and maintain at peak effi- 
ciency a Recordak System geared to your 
individual requirements. 

Thirteen conveniently located offices as- 
sure prompt, attentive service. For further 
information write Recordak Corporation, 
Subsidiary of Eastman Kodak Company, 
350 Madison Avenue, New York, N. Y. 


: 


Bank Model Recordak. 
Rental $25 per month. For 
Speeding up the transit 
operations and for photo- 
graphing paid checks for 
the protection of banks and 
depositors. 


Reversible Recordak. 
Rental $30 per month. 
Photographs both sides of 
checks and larger bank 
forms at a single operation 
—and does this at light- 
ning speed. 


Recordak Junior. Rental 
$12.50 per month. For the 
smaller bank, and for spe- 
cial departments of large 
banks (tellers’ cages, safe 
deposit vaults, trust and 
filing departments, etc.). 


Commercial Recordak. 
Rental $30 ord month. For 
photographing all bank 
forms. Widely used for the 
Recordak system of single 
posting and other special- 
ized applications. 


RECORDAK PHOTOGRAPHIC ACCOUNTING SYSTEMS 
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XVI. A Reserve Against Depreciation 


HE directors of the Bank of 

Middletown decided at their last 

monthly bond meeting that 
further consideration should be 
given to the question of building up 
an adequate reserve against depre- 
ciation and losses in their securities. 
The written statement of invest- 
ment policies adopted by the Board 
last February stipulated that all 
profits realized on sales of securities 
should be placed in such a reserve 
account. This, the directors agreed, 
was fundamental. It was also pro- 
vided that appropriations should be 
made out of current earnings to this 
reserve at regular intervals. With 
the rate of return on their invest- 
ments steadily declining, this pro- 
vision now presents a rather vexa- 
tious problem. 

President Learned opens the meet- 
ing: “Gentlemen, before we launch 
into our discussion of bond reserve 
policies, there are several points 
that I should like to bring to your 
attention. As of August 3lst, our 
securities had a market value of 
$1,160,000 and showed a net appre- 
ciation of $21,000 in excess of book 
value. We have a depreciation in 
our rail bonds but, fortunately, this 
is more than offset by the appre- 
ciation in our U. S. Government and 
other high grade issues. It was just 
about a year ago that we started to 
set aside bond profits in a separate 
reserve account to provide against 
future losses and depreciation. This 
reserve now totals $24,000. 

“It seems to me that we are today 
in a rather difficult position. Our 
reserve plus market appreciation 
amounts to only 4 per cent of the 
book value of our portfolio. A large 
proportion of our account, I am glad 
to say, now consists of U. S. Gov- 
ernment and other bonds of high 
quality. Moreover, the average 
maturity of our list is only 12.7 
years as compared with an average 
maturity of 21.3 years at the end of 
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By E. SHERMAN ADAMS 


Norwalk, Conn. 


1937. Nevertheless, most of our 
present holdings have been pur- 
chased during the past year or two 
at very high price levels. Some 
represent the reinvestment of pro- 
ceeds received from the sale of sec- 
ond grade and long term bonds and 
some reflect the investment of new 
money which has increased the size 
of our portfolio. Interest rates may 
remain low for some time to come 
but they will doubtless rise eventu- 
ally. When they do, our small net 
appreciation can be wiped out very 
quickly. In addition, we still have 
some losses that will have to be 
taken among our railroad bonds. 

“In other words, we have con- 
siderable need to build up a larger 
reserve against depreciation in our 
bond account. At the same time we 
are confronted with the fact that 
the average rate of return on our 
investment portfolio has declined 
during the past three years from 
4.32 per cent to 3.14 per cent. More- 
over, this average return will con- 
tinue to decline in the future as we 
make further progress in strength- 
ening our list.” 

Mr. Brown has been waiting for 
an opening and takes it: “Members 
of the Board, as Mr. Learned has 
just pointed out, our income from 
securities has been steadily dwin- 
dling. One reason is that we have 
been improving the quality and 
shortening the maturities of our 
holdings. Our portfolio today is in 
comparatively strong condition. Un- 
der the circumstances, it seems to 
me that we may be fully justified in 
taking all net income on securities 
into our current earnings instead of 
using part of it to build up a reserve. 
In our situation, isn’t it entirely 
unnecessary to make our income 
account suffer in order to accumu- 


late reserves we may not even need 
at all?” 

Mr. Clark is ready for battle: “1 
am willing to concede, Mr. Brown, 
that we probably had greater need 
for a bond reserve several years ago 
than we have today. That is no rea- 
son why we should fail to build up 
an adequate reserve now. Losses 
are bound to occur on our present 
holdings and it seems to me only 
common sense to provide against 
them. If we do not set aside some of 
our income against future losses, we 
will be fooling ourselves just as 
much as if we neglected to charge 
depreciation on our building and 
fixtures. The reserve account is a 
means of spreading inevitable losses 
more evenly over various years. It 
will help to prevent having losses 
and write-offs cut too heavily into 
the earnings of some particular 
period.” 

“That is all very fancy in theory, 
Mr. Clark,” comes back Mr. Brown, 
“but you know as well as I that if 
we do have bond losses in excess of 
our present reserve, we can charge 
them off against our Surplus and 
Undivided Profits accounts without 
any difficulty whatever. We always 
used to absorb bond losses in this 
manner, just as we used to credit 
these accounts with our bond prof- 
its. We never made these profits a 
basis for dividend payments. You 
will admit, I hope, that our capital 
structure gives us ample protection 
in relation to the size and the pres- 
ent conservative composition of our 
bond portfolio.” 

“It is true, Mr. Brown, that our 
capital funds are comparatively 
large. There is probably little like- 
lihood that we will ever be it 
serious danger of having our capital 
impaired by depreciation in ou 
present investment holdings. But 
the fact is that our capital funds are 
not much larger today than they 
were six years ago, whereas ou 
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deposit liabilities have been in- 
creasing rapidly. The chief reason 
is that we have had to take heavy 
losses in securities. To be sure, we 
did not pay dividends out of bond 
profits but we did pay dividends 
from interest received from bonds 
which eventually caused severe 
write-offs. Our dividend disburse- 
ments were therefore larger, in my 
opinion, than were actually war- 
ranted at the time. They may con- 
tinue to be in the future if we do 
not make adequate appropriations 
from earnings to our bond reserve 
account.” ‘ 

“It still sounds theoretical to me,” 
says Mr. Brown. “We can’t tell how 
much our losses are going to be and 
we may penalize our earnings un- 
justly. Why threaten our dividend 
rate when we don’t know whether 
it is really necessary? Why not just 
plan to charge off any future losses 
against our Undivided Profits ac- 
count and make them up after- 
wards out of earnings, as we have 
in the past?” 

Mr. Jones has a new argument to 
offer: “Do you remember back in 
August 1937, Mr. Brown, when the 
Metropolitan National Bank advised 
us to liquidate our second grade 
railroad bonds? Most of them were 
then quoted below our book values 
and we sold only the few that we 
could get out of without loss. The 
chief reason why we did not sell the 
others was because we were unwill- 
ing to realize losses. We had no 
bond reserve against which they 
could be charged. That was a very 
costly decision. We later disposed of 
some of those bonds at very much 
lower prices than prevailed in 
August 1937 and the others that we 
still hold are all selling lower today 
than they were then. I believe it 
would be a great practical advan- 
tage to have a sizable bond reserve 
account to enable us to manage our 
portfolio without having to worry 
about whether items that should be 
liquidated are selling below their 
book valuations.” 

President Learned has been listen- 
ing attentively to the argument but 
has been trying to figure out how 
some kind of agreement might be 
reached. “I think, gentlemen, that 
our views may not be as divergent 
as it might seem from the discus- 
sion thus far. I feel that Mr. Jones 
has made an excellent point that a 
bond reserve permits much greater 
freedom of action in handling an 
investment portfolio. On the other 
hand, Mr. Brown is correct in say- 
ing that we should not unduly 
penalize current earnings, especially 
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WE ASKED DEPOSITORS: 
“With which one brand-name of 
check-paper are you most familiar?” 


HERE ARE THE FACTS. Through an inde- 
pendent organization we asked hundreds 
of bank depositors: “With which one 
brand-name of check-paper are you most 
familiar?”” With answers still coming in, 
Hammermill Safety leads by more than 
6 to 1 over the second ranking brand . . . 
has polled almost twice as many votes as 
all other brands combined! 


THESE FIGURES point a valuable lesson in 
public relations. Your customers know 
the Hammermill name. They use Hammer- 
mill papers in their business. They respect 
Hammermill quality. And they respect 
your judgment when you supply them 
checks on Hammermill Safety. That is the 
“plus” which only Hammermill Safety 
can give you—the opportunity to win for 
your bank the prestige and good will of 
the best known name in paper. 


IN USE, Hammermill Safety lives up to its 
reputation. Its distinctive design gives 


MADE BY THE MAKERS OF HAMMERMILL BOND 


your checks an air of authority. It’s easy 
to write on . . . easy to handle. It’s sturdy 
paper . . . folds without splitting, does not 
cut through on checkwriting machines. 
And it reveals immediately chemical or 
mechanical alteration. 


HAMMERMILL SAFETY is low in cost and 
promptly available in colors, sizes and 
backgrounds for every check requirement. 
Compare it with your present check-paper. 
Send for the sample book of Hammermill 
Safety and a portfolio of specimen checks. 


F Company 
mill Paper BM-No. 
i] me the cample 

ili Safety an 
kc of Hammerm ‘ 
Portfolio of Specimen Checks 


Hammer 
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when we have a comparatively 
strong bond account at the present 
time. After all, most of our present 
investments have been purchased 
with the idea that they will prob- 
ably be held to maturity. My sug- 
gestion would be that we transfer 
perhaps $20,000 or $25,000 from our 
Undivided Profits to our bond re- 
serve account. This would give us a 
more adequate reserve and would 
make it unnecessary for us to make 
such large appropriations from cur- 
rent earnings in order to build up 
that reserve. I believe that our 
capital position is plenty strong 
enough to permit us to do this. 
“But I do feel that it would also 
be very desirable for us to plan to 
make periodic appropriations from 
earnings to our bond reserve. If our 
bond reserve program is well 
thought out, it should serve as a 
recurring reminder of the need for 
following conservative investment 
policies. In fact, I am inclined to 
think that this should be its primary 
function. Certainly it is far more 
important to avoid losses than to 
build up a reserve to absorb them.” 
Mr. Jones has a contribution: 
“Right along that line, Mr. Learned, 
I recently heard about an ingenious 
plan adopted by a group of banks 
out in the Middle West. Whenever 
a bank in this group buys any secu- 
rity, a certain sum must be set aside 
as a reserve against possible depre- 
ciation. In the case of a high grade 
issue of short maturity, only $10 has 
to be put aside for each $1,000 bond. 
Longer term securities of highest 
quality necessitate a $50 charge-off 
per bond at the time of purchase. If 
an issue is acquired which does not 


conform to high standards of qual- 
ity, $100 must be set aside for each 
$1,000 par value of such bonds pur- 
chased.” 

“It seems to me that such a rule 
should be a very effective curb on 
the purchase of securities of doubt- 
ful quality,” Mr. Clark comments. 
“Why wouldn’t that be a good prac- 
tice for us to adopt, Mr. Learned?” 


“T think the idea has a great deal 
of merit, Mr. Clark. It might be an 
excellent thing in the long run to 
have a rigid requirement of that 
kind. It would certainly be far bet- 
ter than having no restrictive pol- 
icies whatever. On the other hand, 
it might at times be unnecessarily 
strict. I should like to offer for your 
consideration another plan which is 
somewhat more flexible but which 
may accomplish equally satisfactory 
results if we exercise careful judg- 
ment. 

“My idea is that at the end of 
every six months we should com- 
pute a ‘reserve objective’ on the 
basis-of the quality and the distri- 
bution of maturities in our invest- 
ments. This objective will represent 
an amount that we might like to 
have as a bond reserve. If this re- 
serve objective exceeds the amount 
actually accumulated in our bond 
reserve account, we will have some 
indication as to how large an appro- 
priation we should make to the re- 
serve at that particular time. It is 
my suggestion, therefore, that our 
reserve objective should be equal to 
5% of the book value of our U. S. 
Governments maturing in more 
than 10 years; plus 10% of the book 
value of bonds rated 3A and 2A 
maturing in more than 10 years; 
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plus 15% of the book value of all 
Al bonds; plus 25% of the book 
value of all bonds rated 3B or lower, 

“This formula may sound slightly 
complicated but it actually involves 
nothing but a very simple arithmetic 
computation. Based upon this for- 
mula, our present reserve objective 
would be approximately $60,000. It 
is obvious that these classifications 
and the percentages applied to them 
are largely arbitrary and we may 
decide to change both the grouping 
and the percentages after we have 
had some experience with them. 
Any formula we might adopt would 
involve arbitrary decisions. The 
value of a schedule of this kind, 
however, is that it gives us some 
reasonable and definite basis for 
comparing the adequacy of our bond 
reserve at different points of time.” 

“Your computations are based 
entirely on book values,” Mr. Clark 
observes. “Wouldn’t it be better to 
use market values instead?” 


“In my opinion, Mr. Clark, mar- 
ket values are too changeable to 
furnish a satisfactory basis for our 
reserve program.” 

“But market appreciation in our 
portfolio is just as good protection 
as a bond reserve, Mr. Learned. 
Wouldn’t it be sensible to have an 
objective for the combined apprecia- 
tion plus the bond reserve, rather 
than for the reserve alone?” 

“There is something to be said for 
that idea, Mr. Clark, but I person- 
ally would prefer not to have our 
reserve appropriations depend s0 
much upon short term market 
swings. For another thing, a period 
of rising market prices is usually 
just the time when reserves should 
be accumulated most rapidly.” 

Even Mr. Brown has been im- 
pressed with Mr. Learned’s proposal 
and after some further discussion, 
it is unanimously decided that the 
plan should be put into operation, at 
least for a trial period. There being 
no further business, the meeting is 
adjourned. 


Why Installment 


Financing Has Succeeded 

(Continued from page 675) 
ment credit upon the credit struc- 
ture have been much exaggerated. 

47. Installment selling has con- 
tributed to the recovery from de- 
pressions by making sales possible 
that otherwise could not have bee? 
made. 

48. Depressions have demon- 
strated the strength and value o 
well conducted finance companies 

49. Finance companies’ earnings 
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and assets have been soundly main- 
tained during depressions. 

50. During depressions, many 
finance companies lost money 
through failed banks, but few banks 
lost money through the failure of 
automobile finance companies. 

60. The record of the success of 
finance companies is far superior 
to that of most lines of business. 


Bank Experience 


61. Bank of America, Morris 
Plan banks, First National Bank of 
Chicago, and many smaller banks 
confirm the excellent experience of 
automobile finance companies in 
the handling of automobile paper. 


Credit Position Of Finance 
Companies 


62. Finance company notes rank 
high as bank loans in view of their 
remarkable record. 

63. The Board of Governors of 
The Federal Reserve System has 
declared finance company paper 
eligible for rediscount, and the 
Reconstruction Finance Corporation 
has gone on record recommending 
automobile loans. 

64. Extremely low interest rates 
in several important instances in- 
dicate the high credit rating 
accorded finance paper. But, this 
has had the effect of a boomerang 
in being partly responsible for 
banks enterfng the field of direct 
auto loans. 

65. The credit position is safe- 
guarded by careful scrutiny on the 
part of banks and establishment 
of sound standards by the two 
trade associations. 

66. The high standing of finance 
companies is the result of special- 
ization carried to a fine point and 
banks should not overlook the 
fact that their great success in the 
handling of automobile contracts is 
due to concentration on a specific 
type of credit. In other words, 
banks cannot regard automobile 
financing as a very secondary busi- 
ness if they expect similar results. 

67. Products and customs may 
change, but credit is ever in de- 
mand, and by proper credit con- 
trol, the installment finance busi- 
ness should continue to grow and 
prosper. 


Self-Liquidating Loans 
And Cash Discounts 


(Continued from page 663) 


purchases made before June 1, for 
example, may be paid for on the 
basis of a cash discount if payment 
is received by the manufacturer 
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The First National Bank 
' of Chicago 


Statement of Condition October 2, 1939 


ASSETS 


Cash and Due from Banks, . P 


United States Obligations—Direct and fully Guaranteed, 
$298,899,740.44 


Unpledged, . ° ‘ * ° 
Pledged—To Secure Public Deposits, 
To Secure Trust Deposits, 


Under Trust Act of Illinois, 


Other Bonds and Securities, a 
Loans and Discounts, . ‘ 
Real Estate (Bank Building), 
Other Real Estate, ; . 
Federal Reserve Bank Stock, 


Customers’ Liability Account of Acceptances, 


Interest Earned, not Collected, . 
Other Assets, P 5 ‘ ‘ 


- $444,959,555.05 


30,914,111.28 

33,801,551.80 

550,000.00 364,165,403.52 

- « 72,715,202.43 
251,563,176.08 
5,941,630.73 
1,262,481.42 
1,875,000.00 
1,881,911.79 

o « « > Sea 
370,700.50 

$1,148,590,145.94 


. 7 


LIABILITIES 


Capital Stock—Common, .. 
Surplus Fund, ? 
Other Undivided Profits, 


Discount Collected but not Earned, 


Reserve for Taxes, etc., ‘a J 
Liability Account of Acceptances, 
Time Deposits, . - ‘ 
Demand Deposits, ‘ 2 

Deposits of Public Funds, . ‘i 


Liabilities other than those above stated, . ; 


$30,000,000.00 
. ° ° 32,500,000.00 
° ° . 5,180,452.81 
° . . 650,527.99 
. ° . 2,350,482.15 
° ° 2,357,003.75 


$178,462,479.38 


806,320,201.37 
90,767,695.12 1,075,550,375.87 
1,303.37 
$1,148,590,145.94 


MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 
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before the first of July. 

The reason for these discounts is 
probably a desire to stimulate more 
active collection on the part of the 
dealer. This, of course, is a good 
thing for every one concerned, but 
there seems to be no question as to 
the feasibility for banks to enter 
into the transaction and get what 
benefits may be had from specific 
loans. 

Occasionally, a manufacturer may 
offer a special discount for pay- 
ment before a certain date in the 
fall. This does not classify as a cash 
discount, but is given, not asa regu- 


lar thing, but as a special induce- 
ment for some activity which the 
manufacturer is trying to encourage. 
For example, a special discount 
may be made for the payment of 
all debts owed the company before 
a certain date, or for the prepay- 
ment of farmers’ notes due in the 
fall. In some cases, these farmers’ 
notes are held by the manufacturer, 
and the manufacturer finds it less 
expensive to pay a special discount 
to the dealer for prompt collection 
than to pay the salaries of special 
collectors who have to make trips 
into the country to see the farmers. 
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Merchants Help ‘‘Sell’’ 
Service Charges 


(Continued from page 671) 


save delays in service at the win- 
dows, but would also impress de- 
positors with the fact that we were 
truly interested in serving them. 

Tellers in all banks were in- 
structed to refer service charge 
complaints and questions to the of- 
ficers. No teller was permitted to 
go into the matter. However, the 
men were instructed to make notes 
on comments of the public. That 
information gave us the feel of the 
situation—helped us know better 
how to answer questions and over- 
come objections. 


Although we asked that all de- 
positors who questicned the serv- 
ice charges be referred to officials, 
we took just as much pains to 
“sell” our own employees on the 
new system as we did to sell the 
general public. The schedule was 
announced through special meet- 
ings in all the banks. 


The final step in the public rela- 
tions campaign was the personal 
follow-up by bank officials of all 
reported complaints from deposi- 
tors—complaints made to the tellers 
in cases where the _ individuals 
wouldn’t come in to see an official 
at the time. In such _ instances, 
we’ve used either a personal call 
or a telephone contact. The interest 
shown, the explanation given in the 
resulting personal conference, has 
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all 


almost always brought the desired 
result. 

After our successful experience 
with this campaign, I believe most 
of the members of the Colorado 
Springs Clearing House are defi- 
nitely convinced of the value of this 
type of public relations work. It 
does pay dividends. 


The Importance Of 
Employee Relations 


When banks plan public relations 
programs, I think there is a ten- 
dency to make, what seems to me, 
two fatal errors. There is one step 
that comes ahead of Public Rela- 
tions and that is Employee Rela- 
tions and we all have a tendency 
to forget it—Ray A. Ilg, Vice Presi- 
dent, National Shawmut Bank of 
Boston. 


Overhead By Installments 


Without modern equipment to be 
bought on installments, loans would 
be so few that not many banks 
could earn expenses. 


Face To Face Contacts 
(Continued from page 659) 
Mr. Jones, how’s business with 
you?” 
“Why,” said Mr. 
remember my name!” 


Jones, “you 


— 
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THE SALES STAFF of this organization is the division 


through which its offerings and recommendations are trans- 


mitted to the investing public. Carefully selected, trained, and 


supervised, present members of this group have been serving 


customers of the house for an average period of 10 years; 


the average is 19 years for over one-fourth of these. 


CHICAGO, 201 SO. LA SALLE STREET + 


NEW YORK, 35 WALL STREET 


AND OTHER PRINCIPAL CITIES 


HALSEY, STUART &.CO. Inc. 


“Of course,” I replied with a 
friendly smile. “After that pleasant 
visit we had the other day, | 
wouldn’t be likely to forget.” 

That, I believe, is a very impor- 
tant thing—remembering a name, 
and remembering the gist of the 
conversation with each customer, 
To help me keep these things in 
mind, I make a brief memorandum 
in my notebook of key character- 
istics that will help me to place the 
man definitely and easily when | 
meet him again, and of the main 
topic of our conversation. 

I jot down each customer’s criti- 
cisms of our service. If these 
criticisms are well-founded, I call 
them to the attention of other of- 
ficers of our bank, or to the em- 
ployees who could help us correct 
them. 

After a complaint has been ad- 
justed, I call on the customer to find 
out if the difficulty has been cor- 
rected to his satisfaction. 

Sometimes, I call upon men or 
women who are not customers of 
our bank, but who I feel should be 
encouraged to deal with us. On 
such occasions, I take advantage of 
any opportunities that may arise 
to render a personal service. 

An opportunity of this kind came 
up just the other day. I went into 
an establishment that looked as if 
the man should do business with 
us. I asked the girl at the desk if 1 
might see the manager. When she 
went into his office, I overheard him 
say that he was too busy to see 
anyone, that he had to get away to 
his bank right away. 

I waited until he came out and 
addressed him. 

“Mr. Jones,” I said, “I happen to 
be going your way. I'll be glad to 
drop you off at your bank.” 

He was in a hurry, and accepted 
my offer. In driving along he told 
me about his past history and his 
business, and indicated that he 
would be glad to talk to me if! 
would come in to see him another 
day. 

When I called again, he was very 
friendly, and explained that he 
would enjoy another visit, but not 
on Friday, as that was the day on 
which he made out his payroll. | 
made a notation in my black book 
not to call him on Friday, to be 
sure that I would remember his 
convenience when I came again. 

I think I stand a very good chance 
of getting this man’s account be- 
cause of the personal service that 
I was able to give him when he 
was in a hurry. 


BANKERS MONTHLY 





Often, when calling on a customer, 
I find that he is very busy. On such 
occasions I make it a point to spend 
only a minute or two in saying, 
“Hello, I see you’re busy. I’ll drop 
jn again when you have more time.” 

Invariably, the customer will 
appreciate such consideration of his 
time, and will receive me with 
extra cordiality when I come again. 

I have frequently found it very 
helpful to invite a customer to take 
lunch with me. Such an engage- 
ment affords a fine opportunity to 
discuss the developments in his busi- 
ness and in our bank, and any other 
questions that would be of value to 
both of us to discuss. 

We eat at a quiet restaurant where 
there is opportunity to talk, and 
exchange views. I like to have my 
guest do most of the talking, so I 
draw him out in a friendly way and 
make him feel that I am sincerely 
interested in him. 

Customers are always eager to 
get the opinion of a banker on what 
other merchants are doing, because 
they feel that bankers are in a 
position to know business trends. 
Naturally, I don’t give away con- 
fidences of other customers, but I 
give whatever information I can. 


Sometimes, the luncheon idea can 
be used effectively to make new 
friends through old ones. On one 
occasion I was able to have lunch 
with five branch managers whose 
patronage would be an advantage 
to our bank. I had made it my 
business to get to know one of them 
through numerous friendly calls 
and services. When this man be- 
came a booster for our bank, I told 
him of my interest in meeting the 
other men, who were his friends: 
He offered to arrange a luncheon 
party, and called each of the man- 
agers with the invitation, “I’d like 
you to have lunch with Dose, vice 
president of the Uptown Bank, and 
me. We’ll be sure to have some in- 
teresting things to talk about.” 


All of these ideas sound simple 
enough, but we have found them 
of immeasurable value in building 
good will. The personal interest 
that we try to show helps to form 
a strong tie with the customer. He 
develops a real desire to keep his 
account with us, even if another 
bank might suddenly open up a 
little nearer to his place of business. 


Equally important, such contacts 
help to make active boosters of all 
Customers. When a_ customer’s 
friend happens to tell him about 
financial problems, or when a new 
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CONTINENTAL ILLINOIS 
NATIONAL BANK 
AND TRUST COMPANY 


OF CHICAGO 


Statement of Condition, October 2, 1939 


RESOURCES 
Cash and Due from Banks 


$ 618,931 ,966.07 


United States Government Obligations, 


Direct and Fully Guaranteed 
Other Bonds and Securities 


Loans and Discounts 


Stock in Federal Reserve Bank 
Customers’ Liability on Acceptances 
Income Accrued but Not Collected 


Banking House 


Real Estate Owned other than Banking House 


LIABILITIES 


Acceptances 


Reserve for Taxes, Interest and Expenses... . 


Reserve for Contingencies 


574,412,754.10 
56,896 ,862.58 
146,477 ,075.79 
2,895 ,000.00 
457,286.47 
3,500,643.91 
12,675,000.00 
3,511,215.68 


$1,419,757,804.60 


$1,281,580,605.84 
457,396.01 
5,613,690.91 
14,967 ,326.06 


Income Collected but Not Earned 


Preferred Stock 
Common Stock 


Undivided Profits 


20,332,541.84 
$1,419,757 804.60 


United States Government obligations and other securities carried 


at $112,268, 


955.72 are pledged to secure public and trust deposits 


and for other purposes as required or permitted by law. 


Member Federal Deposit Insurance Corporation 


business man comes into our neigh- 
borhood, the customer’s comments 
can do more for our business than 
anything a bank officer could do. 

“Why don’t you try my bank, 
Jo? You'll be taken care of in real 
style!” Such comments make worth- 
while customers. 


I notice that other bankers are 
doing this sort of thing more and 
more. The other morning I dis- 
covered that two bankers had called 
on one of our customers on the 
same day. This customer was a 
man I had not met before. If he 
had not been located in a section 


nearer our bank and with a more 
direct route to us than to the other 
banks, he might have been tempted 
to change banks before I had had a 
chance to see him. Without my call, 
which developed a stronger attach- 
ment, we might have lost his ac- 
count. 


If direct access is all that ties a 
customer to a bank, we have a 
mighty slim hold on him. We must 
strengthen that hold with neigh- 
borly helpfulness, extra services, 
and solidly built friendships. Visit- 
ing the customer can pave the way 
for stronger customer relationships. 
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Air Conditioning Saves 
Factory Dollars 
(Continued from page 657) 


giant processing industries which 
move one type of product through 
many steps of manufacture. It is 
just as likely to be doing duty in 
one small department of any indus- 
try which has a temperature or 
humidity problem to overcome. For 
instance, manufacturers of phono- 
graph records use it to maintain 
precisely the right conditions for 
cutting original wax records—if the 
wax is too cool, the wax disks chip, 
and if they are too warm, the wax 
doesn’t take the cut properly. 

To eliminate moisture that damp- 
ens materials for drugs and medi- 
cines, and to avoid the dryness that 
makes tablets crumble, the drug in- 
dustry uses conditioned—and what 
is even more important—cleaned 
air. Likewise, makers of surgical 
sutures employ air conditioning to 
secure an atmosphere that is as 
nearly sterile as it is mechanically 
possible to secure. 

In making safety glass, which is 
basically two sheets of clear glass 
with a sheet of plastic material be- 
tween them, air conditioning re- 
moves moisture so that no tell-tale 
“rainbows” will show after the job 
is completed. Again in the glass 
industry, air conditioning is aiding 
scientists in building the new 200- 
inch telescope for the California In- 
stitute of Technology; in this case, 
a rigidly uniform temperature 
avoids expansion or contraction of 
the glass, thereby speeding up com- 
pletion of the project by several 
years. 

Turning again to a humidity 
problem, air conditioning provides 
an exceptionally low humidity in 
the manufacture of kitchen matches 
—necessary because the two chem- 
ical substances (striking tip and 
combustible end) must dry very 
rapidly if the high-speed machinery 
is to maintain its pace. 

For the same reason, a large shoe 
manufacturer utilizes air condition- 
ing to dry leather after soaking. 
With air conditioning, the drying 
time is reduced from a day and a 
half to three hours, and hides are 
always dried uniformly. 

Air conditioning solves still an- 
other humidity problem in the 
photographic film industries, for in 
modern film processing and storage, 
both humidity and dust content of 
the air are kept low so that the 
film will be perfectly developed, 
flat and pliable, and marred by no 
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streaks from static electricity. 
When big-league sluggers walk 
up to the plate in the coming World 
Series, many of the bats they carry 
will be aged and seasoned by air 
conditioning. Even the gum some 
of the ball players chew is made 
with the help of air conditioning. 


Three years ago, the first gold 
mine was air conditioned in South 
Africa, resulting in a 50% increase 
in output. Since then, others have 
been equipped, and this year a cop- 
per mine in Arizona is getting an 
air conditioning system. The reason 
for these underground systems is 
that, as the miners bore deeper into 
the earth, high temperatures and 
humidities become almost unbear- 
able for human beings. Air condi- 
tioning is the logical and profitable 
solution for the mine owners. 

Thus it becomes obvious that a 
vast number of industrial firms 
produce more cheaply under air 
conditioning; others maintain their 
production schedules the year 
round, instead of shutting down in 
obeisance to the weather; and a few 
would not be able to operate at all 
but for air conditioning. Therefore, 
industrial air conditioning recom- 
mends itself to the banker as an 
exceedingly versatile implement of 
modern industry, which may readily 
prove to be a self-liquidating in- 
vestment for industrial customers. 


How The Law Controls 
Trust Operations 


(Continued from page 678) 
under certain circumstances, an 
additional transfer tax may be 
incurred. This conclusion results 
from a decision of the Eighth Cir- 
cuit Court of Appeals in Becker vs. 
Bank of Commerce Liquidating 
Company.) As the final step in 
the consolidation of a state and 
national bank into a trust com- 
pany, two new corporations were 
organized under state charter and 
then merged. 

One of the merged companies, 
which had held assets of the old 
national bank, ordered shares of 
the new company issued to certain 
trustees holding shares of the 
national bank. On the same day, 
these trustees directed the new 
bank to issue its shares directly to 
the stockholders whom they repre- 
sented. These instructions were 
contained in a letter stating that 
the trustees waived their rights to 
have the shares issued to them- 
selves. But it was denied that this 


letter constituted evidence of ag 
transfer of the right to receive 
stock. 

They then affixed $1,000 in stamp 
taxes under protest and brought 
suit for a refund. Upon appeal t 
the Circuit Court, a judgment for 
the plaintiff was reversed on the 
ground that there was evidence of 
a taxable transfer. Speaking for 
the court, Judge Thomas pointed 
out the letter constituted more 
than a “mere negative act” or 
waiver of rights to receive stock. 

In this case, both the issuance 
of new shares and the transfer by 
trustees of their right to receive 
them were taxable. Although 
these events did not take place at 
the same time, they were consid- 
ered as fully taxable as if there 
had been a “constructive transfer” 
in a single transaction. 

A transfer tax must be paid on 
the direct issue of new stock to 
shareholders in corporations whose 
assets have been acquired by the 
issuing company. In Raybestos- 
Manhattan, Inc., vs. U. S.,(*?1) a 
consolidation agreement provided 
for such a direct issue of stock. 
Although the Supreme Court agreed 
that neither of the old corporations 
had any right to receive the shares 
themselves, it sustained a transfer 
tax. 

Justice Stone declared that the 
statute was not restricted to trans- 
fers of rights to demand delivery 
of stock but applied equally to the 
right to determine its disposition. 
Therefore, the court refused to per- 
mit technical requirements to 
hinder the obvious purpose of the 
tax. 


Nominee Transactions 


Since 1932, no tax has_ been 
imposed upon deliveries or trans- 
fers from a fiduciary to a nominee 
or from one nominee to another. 
But the shares or certificates must 
be held for the same purpose as if 
they had been retained by the 
fiduciary. Redeliveries to the trans- 
feror are exempt also, as well as 
transactions between brokers, theif 
registered nominees, and custom- 
ers. Exemption certificates must be 
filed in each instance. 

In the leading case of Founders 
General Corporation vs. Hoey, ‘* 
Justice Brandeis, delivering the 
opinion of the Supreme Court 
stated that all nominee transactions 


(20) (1939) —F.(2d)—, 394 CCH P. 9489. 

(21)(1935) 296 U. S. 60, 363 CCH P. 

9007 and American Gas Machine Co. 

Willeutts (1937) 89 F(2d) 924, 374 OOH 
912 


. 9126. 
(22) (1937) 300 U. S. 268, 374 CCH P. 9148 


BANKERS MONTHLY 





not expressly exempted by statute 
are taxable as a transfer of the 
right to receive stock. For this 
reason, a transfer tax was sus- 
tained, even though the shares 
were issued directly to a nominee 
of the true owner. 


Voting Trusts 


There has been considerable con- 
troversy Over the issuance of shares 
to voting trustees. Taxpayers gen- 
erally contend that only an “issue 
tax” need be paid, while the gov- 
ernment insists upon an additional 
transfer tax. So far, the courts 
have applied the Raybestos and 
Founders General Corporation cases 
quite literally in sustaining stamp 
taxes where intermediate steps have 
been eliminated. 


Ordinarily, a voting trust is 
created by the deposit of shares 
with trustees and a transfer tax 
accrues automatically. The courts 
hold also that the direct issuance 
of stock to voting trustees is tax- 
able as a transfer of the right to 
receive these shares. Since the 
entire arrangement is based upon 
the consent of the _ subscribers, 
obviously it is their act which 
causes stock to be issued directly 
to the trustees. 

One case goes even farther and 
sustains a transfer tax even though, 
according to state law, the voting 
trustees acquired no legal title but 
acted merely as custodians with 
limited powers. In Cliffs Corpora- 
tion vs. U. S.,(?3) it was held that 
the right to vote stock is a valu- 
able privilege and that transfer of 
the voting rights is taxable. Here 
again, the federal courts main- 
tained that the stamp tax acts are 
so clear and comprehensive that 
their application is not dependent 
upon local statutes. Since several 
cases are now being appealed to 
the Supreme Court, this question 


will be definitely settled at an early 
date. 


Rate And Basis 


The transfer tax is levied at the 
rate of 4 cents on each $100 of par 
or face value. Where the stock has 
no par value, a flat rate of 4 cents 
is levied. When the selling price is 
$20 or more, the tax is 5 cents per 
Share. This tax has been held 
constitutional even though it is an 


arbitrary figure not based on actual 
values, (#4) 


Other Documentary Taxes 


In addition to the issue and trans- 
fer taxes upon corporate stocks, 
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there are similar levies placed 
upon the issue and transfer of cor- 
porate bonds, debentures, and other 
securities. The principal require- 
ment is that the instruments bear 
interest coupons or be in registered 
form. When bonds are issued along 
with mortgages on real estates, 
they are taxable upon the amount 


secured. The rate on issues is 10, 


cents on each $100 of the face 
value; on transfers, it is 4 cents 
per $100 of face value. 


Special exemptions are provided 
for the deposit of bonds as col- 
lateral security and their redelivery 
to the borrower. Also, no tax is 
imposed when the deliveries or 
transfers take place in connection 
with a reorganization in which 
gain or loss is not recognized. 
However, the reorganization must 
meet the definitions set out in Sec- 
tion 112 of the Revenue Act of 
1932. To date, there have been no 
official rulings on this part of the 
law. 

The tax on deeds conveying inter- 
ests in real estate exempts the first 
$100 of the consideration or value 
in excess of all liens and encum- 
brances. The rate is then 50 cents 
from $100 to $500 and 50 cents 
more for each additional $500 or 
fraction thereof. Instruments given 
to secure debts are exempt.‘ 25) 
(23)(1989)—F(2d)—, 394 CCH P. gees. 
(24)(1931) Clay Products Ine. va. U. 8S. 52 


F(2d) 1033. 


(25)Sections 1800, 1801, Int. Rev. Code. 


Research Report On 
Personnel Management 


(Continued from page 653) 

Part I is entitled, “Personnel 
Management in Banks,” and al- 
though the specific applications are 
to practices and problems in banks, 
the subject matter is generally de- 
veloped along the lines of a careful 
appreciation of the best personnel 
techniques used today. Chapter III 
on “Job-Analysis, Specifications and 
Descriptions” and Chapter VIII on 
“Other Financial Incentives,” deal- 
ing mainly with pension plans, are 
especially well developed and would 
be of interest to personnel and 
management officers in whatever 
field. As a matter of fact, all of the 
ten chapters of Part I could well be 
read with profit and advantage by 
both bankers and non-bankers. The 
treatment is non-technical through- 
out the textual matter, but is well 
supplemented by appendices for 
those who care to go more into 
detail in the study of forms. The 
other chapters in the first part are 
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Service — Maintaining an 
intimate, personalized corre- 
sts bank service. 


Experience—Ofiicials with 
years of servicé in this field, 
assuring a knowledge of re- 
quirements and valuable _as- 
, 


Policy — To cooperate with 

out-of-town banks rather than 
compete for business which is 
rightfully theirs. 


i's 8 
Be 
I; OS, ‘s 


on the following topics: “The 
Selection of New Employees;” 
“Education and Training;” “Trans- 
fer, Promotion and _ Dismissal;” 
“Salaries;” “Non-Financial Incen- 
tives;’” and “Hours of Work and 
Working Conditions.” 

Part II is an analysis. of ques- 
tionnaires returned by 179 Indiana 
banks following a survey by the 
committee. It is supplemented by 
ninety-odd tables and gives a com- 
plete statistical picture of Indiana 
bank personnel. Items usually 
dealt with in a round-about man- 
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ner, as salaries, degree of educa- 
tion of executives, length of time 
on job, etc., are treated specifically 
and fully. The summaries prepared 
at the end of each chapter embody 
a set of principles which can be 
accepted with confidence as being 
“backed up” by a scientific survey. 
This part treats of bank officers, 
key employees, and other employees 
—i. e., the entire personnel in the 
average American bank. 

The report was prepared by 
members of the faculty of the 
School of Business of Indiana 
University. 

The book follows the style and 
format of the two preceding reports 
and is the largest of the series (224 
pages). 

The book can be obtained for 75¢ 
per copy, from the Indiana Bankers 
Association, 810 Union Title Bldg., 
Indianapolis, Ind. 


Policies That Insure 
Success In Gas Range 
And Stove Manufacture 


(Continued from page 669) 
manufacturer’s program. “He is a 
representative of the industry as a 
whole and not merely of the store 
that employs him. The manufac- 
turers and distributors recognize 
this fact and regard the salesper- 
son as the major point of contact 
with the public. 

The manufacturer’s two big sell- 
ing seasons are April and May and 
September and October—in co-or- 
dination with the annual spring 
and fall housecleaning campaigns 
and moving period seasons. Hence, 
the period immediately preceding 
these months constitutes the nor- 
mal borrowing season of the indus- 
try, because this is the period of 
preparation for the  industry’s 
heavy activity. 

The various purposes for which 
a manufacturer may require capi- 
tal from the bank are as follows: 

1. To purchase raw materials in 
advance. A manufacturer has to 
order his raw material 60 to 90 
days before the sale of his product. 
Since he requires an abundant 
- amount of raw materials in ad- 
vance to meet his peak periods of 
production, he often finds it profit- 
able to store up a six-months’ sup- 
ply, especially when he can take 
advantage of a radical drop in raw 
material prices. 

2. Expansion of sales territory. 

3. Capital to “tool up” a new 
product. This refers to the ex- 
penses incurred by the develop- 
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ment department on tools and 
dyes in the process of creating a 
new line or new product. 

4. Promotional and advertising 
expense to advance a new product. 

5. Capital outlay entailed for 
such things as new equipment, 
new presses, and new buildings. 

6. Capital for expansion pur- 
poses. 

a. Equipping new additions. 
b. Enlarging present facilities. 

7. Capital for modernization of 
plant and existing facilities. 

There is much opportunity for 
banks to make safe and secure 
loans to manufacturers of gas 
ranges and stoves. The trend on 
the part of the manufacturers is 
definitely and unmistakably toward 
better business methods. In the 
main, the industry is in a sound 
financial position insofar as repu- 
table manufacturers are concerned. 
The manufacturers are supplying a 
vital need, and their market is 
better today than it has been for 
many years because of rapid im- 
provement in the product itself, 
both from a designing as well as 
an operating standpoint. While 
the gas range and stove market is 
in a replacement era, it is virtually 
in the same category as an indus- 
try selling to a new market, due to 
the fact that the new product 
shows such sensational advance- 
ment, as compared to the average 
unit now in use in consumer’s 
homes. 


Nashville Trust Celebrates 
Anniversary 


A splendid job of publicity was 
successfully carried out by the 
Nashville Trust Co., of Nashville, 
Tenn., on the occasion of its fiftieth 
anniversary. Not only did the com- 
pany itself publish a booklet out- 
lining the history of the institu- 
tion, but the local newspaper pub- 
lished a special twelve-page insert 
in the Sunday edition, which was 
devoted entirely to the Trust Com- 
pany’s anniversary. This edition, 
however, paid the newspaper well 
because it was filled with adver- 
tisements of various organizations 
in Nashville, congratulating the 
Trust Company on its fiftieth birth- 
day. 


Our Dealers Create 30% 
Of Our Loans 


(Continued from page 655) 
ought to feed nothing but the 
grains he grows on his farm. It 


was a nice little theory until we 
learned more about the livestock 
feeding business. The state agri- 
cultural college held a short course 
one year, which I attended. There 
were several lectures on livestock 
feeding, and I attended every one 
of them. At these lectures [ 
learned that corn is not a balanced 
ration. While animals can live on 
it, the production of meat is much 
more economical when other feeds 
are combined with the corn. Manu- 
facturers have experimented with 
these for many years in order to 
scientifically increase the feeders’ 
profits. Many experiments on the 
manufacturers’ own farms have 
made it possible to sell supplemen- 
tary feeds on a guaranteed profit 
basis. One hundred pounds of beef 
or mutton cost approximately so 
many cents to produce when corn 
alone is fed, but when the right 
kinds of supplemental feeds are 
added, the cost per pound is much 
less. 


“It isn’t a matter, therefore, of 
buying supplementary feeds just 
because the farmer doesn’t have 
enough feed of his own, but it is a 
matter of making more profit from 
the grains which he has himself 
raised. 

“All of this I understand now, 
and I have seen it demonstrated 
many times since. To tell you the 
truth, I wish that all selling might 
be based upon sound facts as is 
the selling of modern supplemen- 
tary feeds.” 

I asked this banker what he had 
done to encourage dealers to refer 
farmers loans to him. 

“It isn’t what I have done,” he 
answered, “it is what I am doing 
all of the time. There isn’t a week 
that I am not in every dealers 
place of business in this town. As 
a matter of fact, there are two 
dealers that are in nearby towns, 
whom I visit regularly, and who 
provide me with a number of loans. 

“When I am in the dealer’s store, 
I talk about his prospects, or we 
discuss the credit standing of 
various farmers. As a matter of 
fact, most of the farmers in this 
community have a_ good credit 
rating at the bank. There are only 
a few who are not uniformly suc- 
cessful, and by frequent conversa- 
tions with the dealers, both of us 
keep these few well in our minds. 

“Almost never, does a_ dealer 
send a farmer’s note to the bank 
that we cannot accept. This is be 
cause of our continuous co-opera- 
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tion, and 1 highly recommend this 
method to any other banker who 
does not have as many farmers’ 
notes as he would like to have.” 


How Can We Pay Higher 
Interest On Savings? 


(Continued from page 651) 


less takes care (and it has, as 
already stated) of itself. Just 
consider what an elimination of 
the “Banquo’s Ghost” of unre- 
stricted withdrawal demand could 
mean! If commercial bankers 
could invest 75% to 85% of their 
present savings accounts in sound 
installment paper, in good mort- 
gages, in intermediate credit 
loans, and, in more normal times, 
in longer term higher rate bonds, 
could we afford to pay better 
rates and would our net earnings 
be higher? 

The question of a possible 
preference for demand deposi- 
tors, if this additional protective 
clause were made operative, has 
probably occurred to the reader. 
Of course the savings depositor, 
who has been taught to expect 
interest on his deposit and imme- 
diate availability, is, in the long 
run, expecting the impossible, 
and bankers in continuing to ex- 
tend such a service are continu- 
ing a contract the performance 
of which will be increasingly dif- 
ficult if they are to compete 
effectively for the savings dollar. 
Actual segregation of demand and 
savings deposits would eliminate 
the question of preference, but 
isn’t it a fact that the present 
notice of withdrawal requirement 
with regard to time deposits 
already creates a possible prefer- 
ence? That being the case, the 
possible objection as to preference 
already exists and isn’t changed 
by the suggestion I am making. 

After all “the proof of the pud- 
ding is in the eating”, and the 
retail credit banker has _ per- 
formed in an entirely creditable 
manner and to the satisfaction of 
his depositor through what has 
been a serious period for all bank- 
ing. 

3. From the supervisory author- 
ity’s point of view—With such a 
protective clause easing the sav- 
ings liability problem of banks, 
the supervisory authorities could 
well feel that their present pro- 
gram of easier restriction against 
longer term credit could be car- 
tied out with safety. Their pol- 
ities could be more effectively 
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F, FOR greater economic safety and prosperity, your com- 

munity needs to supplement its industry with more profitable 
livestock and poultry raising on surrounding farms, then call on your 
Purina Feed Merchant. Give him a job to do. In building a larger 
farm income—or in preaching the gospel of wider farm diversifica- 
tion, he can rate right along with you and the County Agent. Any 
banker can go to considerable lengths to encourage his Purina 
Dealer in this constructive community enterprise. Such encouragement 
might mean letting him know that your bank is ready to co-operate on 
feed loans to a few of his better customers. Why not call him today? 


PURINA MILLS, Checkerboard Square, St. Louis, Mo. 


concentrated on the methods 
which banks under their super- 
vision are following in creating 
and administering installment 
and intermediate credit loans, and 
the constructive criticism of their 
examiners could be made even 
more effective and valuable to 
the banks under their supervision. 

The Federal Deposit Insurance 
Corporation would most certainly 
be relieved of at least a good part 
of what is now an ever-present 
contingency—that of mass de- 
mand. We like to feel that such 
a condition wouldn’t happen—but 
if we really feel that way, why 


the ever-continued provision for 
liquidity? True, many banks could 
and would make more loans, but 
when are we likely to be called 
upon to make them? In the 
meantime, intermediate and in- 
stallment credit awaits service in 
thousands of localities. It can be 
effectively served if banks have a 
proper protective clause with de- 
positors. 

Deposit insurance, as it is at 
present being administered, is 
becoming effective. Why shouldn’t 
the banks aid it and all parties 
concerned by adopting a protec- 
tive clause which would more 
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IT'S 


A THRIFTY THING... 


THE TELEPHONE 


Pimericans have the world’s best 


bargain in telephone service. It’s good and it’s cheap. 


Nowhere else do people get so much service and 


such good and courteous service at such low cost. 


THRIFTY 


According to Webster, thrifty 
means “.., Evincing thrift... 
Characterized by economy and 
good management .. . Service- 
able; useful...” 


nearly reconcile their contract of 
liability to savings depositors 
with the form of asset in which 
present-day conditions are re- 
quiring banks to invest to a 
greater degree than ever before? 

And the Reconstruction Finance 
Corporation would certainly have 
its equities better protected by 
such a clause and, with better 
earnings made possible, the re- 
payment of preferred stock and 
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BELL TELEPHONE SYSTEM 


the elimination of a government 
agency in banking would sooner 
become an accomplished fact. The 
Reconstruction Finance Corpora- 
tion has done and is doing a 
splendid job, but it is admitted 
that private capital should be 
substituted as soon as it is reason- 
ably possible. Better earnings 
will increase the possibility of 
such a _ substitution of private 
capital. 


4. From the stockholder’s point 
of view—Here is the real forgot~ 
ten man in banking! Would a 
return to sound earnings help? 
And would it stimulate new in. 
vestment of private capital? 

5. From the bank officer and staf 
point of view—Would a basis of 
better earnings make the future 
for all of us engaged in banking 
look more favorable? 


But let’s not oversell the premise! 

This protective clause and _ the 
form of investment program i 
would allow would be of value ty 
many banks, and to some more than 
others. On the other hand, it is not 
advanced as a panacea for all bank- 
ing ills. I do believe that its adop- 
tion would aid greatly in changing 
the present more or less untenable 
position of commercial banking 
i. e. long-term loans (including 
bonds) made with short-term ani 
demand liabilities. 

Its adoption by a single bank 
could be effected, but certainly, the 
more effective course would be t 
adopt it by clearinghouse or county 
group action. Yes, it will requir 
education, plenty of it! But so did 
service charges and many other 
banking changes. Quite properly, 
we’re slow to change in banking 
but the time to effect changes * 
when conditions are quiet, not whe 
the “heat is on!” 

I suggest to the readers of thes 
thoughts of mine several questions 
Do you know any sound reason why 
such a protective clause cannot ani 
should not be adopted by commer 
cial banking? And wouldn't i 
adoption be advantageous to @ 
parties concerned whether or ni 
banks are able to enter the inter 
mediate and retail credit fields! 
What do you think? 


Armstrong Heads Purchasing 
Association 


Walter Armstrong, purchasing 0 
ficer of the American National Bat 
and Trust Co. of Chicago, who } 
been secretary, is now chairmané 
the Banking, Financial, and Institv 
tional Buyers’ Group of the Nation 
Association of Purchasing Agent 
Mr. Armstrong has been very acti 
in developing the work of this as 
ciation for years, and has beet 
valued contributor to Banke 
Monthly by sharing his experient 
from time to time in the purchase 
supplies and equipment for bh 
use. 
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EQUIPMENT AND Supply IDEAS 


= FROM THE BANKERS SECRETARY’ 2 NOTEBOOK: 


Copy Holder Lamp 


When I saw the new Desk Copy 
Holder Lamp, recently designed by 
the Faries Manufacturing Co., De- 
catur, Ill., I almost wished I could 
be a steno again—just to be able 
to enjoy working a typewriter un- 
der such perfect illumination. 

If you have any doubts when I 
say that lighting makes a tremen- 
dous difference in the quality of a 
stenographer’s work, just ask your 
own secretary or any other girl in 
your bank who has graduated from 
the “hunt and peck” system into 
areal typist. Of course, the light 
under which she works makes a 
lot of difference in the way she 
feels at quitting time, too—and of 
course your humanitarian instincts 


Phone Privacy 


Safeguard important telephone 
conversations with Hush-A- 
Phone... prevent phone talk 
annoyance ... for upright 
and hand-set phones. 
20,000 Bankers Use It 
Write for booklet C. 
HUSH-A-PHONE CORP. 
43 W. 16thSt.,N.Y.C. 
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Here we are in the midst of another football season. I couldn’t quite manage to 
collect an entire tearg, but I have mustered up a line that comes close to All-American 
caliber. Put your own staff in the backfield and you have a team that will gain a 
lot of ground for you during the coming months. 


will approve of that benefit. But 
even from the purely practical 
point of view of your official capac- 
ity, you can’t miss the dollars and 
cents importance of any equipment 
which will improve the quality, or 
the quantity, of your employees’ 
work. 

A scientifically designed desk 
lamp, such as this new Faries 
product, is that kind of equipment, 
in my opinion. It provides a dif- 
fused, yet adequate, illumination 
over the entire desk, with a con- 
centration of light at the most 
important point. Direct rays from 
the bulb can’t strike the eyes nor 
create a dazzling glare on shiny 
parts of the typewriter. The solidly 
built copy holder has an adjust- 
ment by which it may be tilted at 
any angle—with a strong steel clip 
to hold the copy book firmly and a 
“line adjustor” that is easily moved 
up or down. 

The 12-inch shade has a sprayed 
aluminum inner surface and _ its 
bottom edge is 15 inches from the 
desk top. There is a convenient 
pencil ledge built across the front 
of the base. 


The lamp and shade are finished 
in statuary bronze, the base and 
copy holder in glare-free green 
ripple. So, in addition to making 
your secretary happy, it will en- 
hance the general appearance of 
the office! 


Executive Desk Tray 


Do you make a practice of re- 
membering the important clients of 
your bank, at Christmas time, with 
some small useful gift? Many 
bankers have found it a very 
worth-while phase of their good- 
will promotion plans. 


Since Christmas is getting all 
ready to jump out at us from the 
next corner, you might like to 
know about the Executive Desk 


Sincerely, 


Mary Manning 


Pal, recently brought out by the 
Alfred Robbins Organization. of 
New York City. Even if you don’t 
follow the practice of gifts for 
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AUTOMATIC COIN WRAPPERS 


Wrap all coins from Ic to $1.00. The diameter 
of the coin automatically exposes correct total 
and denomination through the red windows. 
Only “‘Steel-Strong”’ built precision machinery 
ean print and punch these wrappers in the 
exact relation necessary for accurate register 
and complete protection. 
ECONOMY. *Steel-Strong” Automatic 
Wrappers save time for tellers, 
stockkeepers and depositors and since they 
wrap any denomination, there is far less waste 
in supplies delivered to depositors. 
FREE Write for generous samples, prices 
and name of your nearest dealer. 


The C.L.DOWNEY CO. 


941- 943 CLARK ST. 


CINCINNATI, OHIO. 





clients, I'll bet you will covet one 
for your own desk. 

This utility tray was designed 
after an extensive research in 
many business offices clearly in- 
dicated that the two items most 
often used on desks are memo 
sheets and paper fasteners. The 
Desk Pal brings these two items 
together, and adds a convenient 
pencil ledge—so that you no longer 
have to reach in one direction for 
a sheet of memo paper, another for 
a paper clip, somewhere else for 
rubber bands, or fumble in your 
desk drawer for a pencil. Really, 


Transparent Coin Wrappers 
Give You This Protection 


With the perfect visability of all 
coins, time is saved and errors elimi- 
nated as denominations are easily 
distinguishable and spurious coins or 
slugs quickly detected. 


Clear-Vue Coin 
Wrappers are as easy 
to use as any others 
but their construction 
eliminates fraudulent 
re-use or misuse of 
names, another ad- 
vantage over the old 
style wrappers. 

* 
Clear-Vue Wrappers 
are made of a tough 
cellulose material that 
offers a resistance to 
tearing, and accidental 
breakage is practic- 
ally eliminated. At- 
tached gummed strips 
seal the package. 

ey 
Clear-Vue—the pat- 
ented transparent coin 
wrapper offers all 
these advantages at 
prices comparable 
with the old style kraft 
wrappers. Decide for 
yourself. Send for 
FREE samples today 
and thoroughly test 
them for all the protec- 
tive features that only 
CLEAR-VUE can give. 


THE STECK COMPANY 


206 NINTH STREET AUSTIN, TEXAS 


this neat gadget should go a long 
way toward ridding the business 
world of that dread office disease 
known as Desk clutteritis. 

The generous supply of white 
bond memo paper which accom- 
panies the tray is suitable for 
either pencil or ink. Your local 
stationer or printer can supply re- 
fills at moderate cost—or the 
manufacturer can furnish personal- 
ized sheets, printed “From the desk 
of Mr. So and So” across the bot- 
tom, at a slight extra charge. 

The Desk Pal is made of lustrous 
black bakelite. If used as a gift, its 
good-will value is assured by an 
aluminum or bronze advertising 
plate, carrying the bank name, 
trade-mark, and perhaps a line or 
two of copy. Three weeks are re- 
quired to fill orders. Prices are 
scaled according to quantity, from 
minimum lots of 100 up. 


Receipting-Posting Machine 


Last month I told you about the 
new Burroughs receipting-posting 
machine, for handling small loan 


payments. I also intended to show 
you a picture of it. But a few days 
before we were ready to put the 
October issue “to bed’, I met an 
ugly little flu bug—and got put to 
bed, myself. So the magazine went 
to press, with this halftone illustra- 
tion hidden securely away in my 
desk. 

But I did want you to see what 
the machine looks like, so—here 
tis! 


Room Conditioner 


It hasn’t been so many weeks ago 
that some smart alec’s remark that 
“it isn’t the heat, it’s the humidity” 
tempted you to consider several 
choice forms of torture. Matter of 
fact, I am writing this on a Septem- 
ber day when Chicago’s tempera- 
ture is flickering around 94°—and 
I give you my word there’s plenty 
of humidity! 

If you’re looking forward with 
dread to more of that kind of 
weather next summer—and you'll 


get plenty of it, don’t worry—then 
you’re bound to be interested in the 
newest room conditioner models 
recently announced by the Carrier 
Corporation. 

(If you please, gentlemen—the 
machine we are discussing is in the 
background of the above picture!) 

New controls, as simple as your 
radio dials, enable you to regulate 
the direction of the conditioned air 
—and to select all outside air, all 
inside air, or any degree of “mix- 
ture” in between. It filters all the 
air all the time. If your office visitor 
smokes a cigar of El Ropo quality— 
or if the air in your directors’ room 
gets thick enough ‘o slice, half-way 
through the meeting—a flick of the 
finger brings another feature, the 
“Smoke Exhaust” into action and 
in no time at all the atmosphere is 
clear and fresh again! 

This conditioner is designed for 
cooling, of course, but electric heat. 
ing may be added if desired. 

One of the outstanding feature 
is the ease of installation. Simply 
select the size of conditioner yo 
need (there are two sizes) depend- 
ing on the size of the room—it i 
wheeled into place in your office 
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Better 
LIGHT 
for the 
OFFICE 


Retare eye strain and fa- 
tigue by installing Faries 
Natural Light lamps on 
all desks and machines. 
Better work, more work 
| greater accuracy re- 
sult. 


Faries Lamps for all re- 
Eee of the general 
ice—impressive designs for your —y a 
in style ‘and 1 
electrical or office supply dea 
big Faries catalog. 


S. Robert 


FARIES MFG.CO. schiwares Div. 
1020 E. Grand Ave.. Decatur. Ill. 


LEADERS IN STYLE AND 
LIGHTING EFFICIENCY SINCE 1880 


a. 
hting Cay 4 for 5 Your 
e! 


r will r—- you the 


BANKERS MONTH! 











hen 

the 
dels 
Tier 





ed into the electric outlet like 

desk lamp—and you’re ready 
to flip the switch and enjoy cool, 
dust- and moisture-free comfort! 
Wo pipes, no drains, no costly 
puilding alterations. 

While you are waiting for the day 
when you can air condition the 
entire bank, here is a way to give 
conditioned comfort to at least your 
own office—the one spot where 
dear thinking and major decisions 
warrant freedom from sticky heat, 
dirty air, and the distraction of out- 
side noises. 


Comfortable Pencil 


For the past hour and a half I 
have been writing steadily with one 
of the most comfortable mechanical 
pencils I’ve ever wrapped 
my fingers around. It’s 
made by the Zaner-Bloser 
Company, of Columbus, 
Ohio. 

Of course, it writes 
beautifully, too. But the 
thing that stands out in 
my mind, more than that, 
is the complete ease with 
which I hold it. It just 
naturally fits the curve of 
your fingers—I’m told the 
shape was designed by 
hand-writing experts. 
Your fingers don’t slip—no 
matter how fast you are 
writing, you never have 
to grip the pencil tightly, 
and you never get that 
distressing muscle cramp 
in your fingers. 

This pencil is available 
in two styles: One with 
the regular thin lead, fin- 
ished in a choice of nine 
striking colors; the other, 
called the “Primary Pen- 
cil,” with a thick semi- 
soft lead which was de- 
signed for children of the 
elementary grades. but 
which is ideal for check- 
ing purposes. Both of these 
styles propel and repel the 
lead—and carry an extra 
supply of leads in a reser- 
voir under the replacable 
eraser. 

The nice thing about 
these pencils is that, with 
all their mechanical features, they 
cost but little more than an ordi- 
nary lead pencil. And a year’s sup- 
ply of leads costs the same amount. 
So, if you use pencils in your bank 
(as of course you do!) then here is 
& perfectly beautiful opportunity 
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to make a combined showing of 
efficiency and economy. 

But I still can’t think of anything 
except how comfortably this pencil 
fits my fingers! 


Improved Stapler 


Probably you have already seen 
or heard of the Bates-Stapler, which 
makes its own staples from a spool 
of wire and eliminates the frequent 
reloadings necessary with the pre- 
formed type of staple. Perhaps you 
have some of them in your own 
bank, because they have been sold 
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by the hundreds of thousands and 
many banks with an eye to pos- 
sible economies have _ specified 
them. 

But what you 
know is that the 


probably don’t 
Bates Company 


‘Fel 


“THIS. REALLY’ OU 


TO BE AN 


-- It’s for the man 
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the idea of using : - 
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“THE NATION’S BUSINESS PAPER” 
Envelopes to. Match 


You'll like Howard Mimeograph and Howard Ledger, too. 








THE HOWARD PAPER COMPANY, URBANA, OHIO 
Send me [] Howard Bond Portfolio (] Howard Ledger Portfolio 
(C0 Howard Mimeograph Portfolio 
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has just brought out a new type 
of refill which will make twice as 
many staples—10,000 instead of 
5,000. They tell me that the small, 
neat staple which this machine 
makes saves 10% of filing space 
over ordinary pre-formed staples 
and 20% over paper clips. 

In the new model Bates Stapler, 
reloading is the simplest thing in 
the world—the refill spool clicks 
into place and the wire slips into 
a funnel opening without recourse 
to tweezers or intricate threading 
—all in a matter of 15 seconds. 
The machine makes three different 
kinds of staples—a permanent one 
and two forms of temporary 
staples. You simply push the little 
anvil on the base, to select the 
kind you want. 


Ladder Catalogue 


‘What in the world,” you’re prob- 
ably asking yourself, “does that 
Manning woman think I want with 
a ladder catalogue, of all things!” 

I'd agree with you, were it not 
for the fact that I have been look- 
ing through a new 24-page booklet 
entitled ‘Aluminum Ladders for 
Every Requirement”, just published 
by the Aluminum Ladder Co., of 
Tarentum, Pa. Honest, they have a 
suitable ladder for every purpose 
you could imagine—except, maybe, 
the famed “Ladder of Success”, 
which I’m told is made of midnight 
oil and such stuff, instead of a'um- 
minum. 
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Seriously, 
though, there 
are a number 
of places in a 
bank where a 
Iadder is es- 
sential: Most 
file depart- 
ments need 
some type of 
low, easily 

| movable lad- 

“=== der; old record 

storage and the stock room require 

easy access to upper-tier drawers; 

while a light-weight, solid step lad- 

der is an essential piece of safe de- 
posit vault furniture. 

This catalogue describes the many 
advantages of aluminum ladders— 
durability, strength, freedom from 
maintenance costs, and so on. It is 
pointed out that they are twice as 
strong as ordinary ladders, yet 
weight only half as much. One page 
describes special “made to order 
types.” These include ladders for 
aerial artists, 100 foot ladders for 
high divers, and gangplanks for 
ships—just in case you ever want 
to buy one in a hurry. 

This catalogue is attractively 
printed in two colors. Drop me a 
line, or write the manufacturer, if 
you would like to have a copy for 
your files. 


Efficiency 


A Nebraska banker has found 
three new uses for a computing 
machine in his routine. 


IT IS IMPORTANT 


In banking, as in any other business, 


it is important to move forward with 


the times. 


This bank, long a pioneer 


in the extension of its services to meet 


new needs, provides complete and up- 


to-date facilities for handling all types 


of banking transactions. 


THE NATIONAL 


Shawmut Bank 


40 WATER STREET - BOSTON 
eMember Federal Deposit Insurance Corporation 


Financial Management Books 


The American Management Asso. 
ciation, 330 West 42nd Street, New 
York City, has just published three 
interesting paper covered books jp 
its financial management series 
No. 56 is “Problems and Respon. 
sibilities of the Finance Officer.” 
No. 57 is “Determination of Depre. 
ciation and Obsolescence Policy,” 
No. 58 is “Effect of Governmental 
Policies on Financial Management.” 
The first one is 50 cents, each of the 
other two is 75 cents. These are 
compliations of the experience and 
knowledge of several important 
business executives. 


Federal Taxes On Estates, 
Trusts And Gifts, 1938-39 


By Robert H. Montgomery, C.P.A. 
Ronald Press. 511 pages, Price 
$7.50. 


Approximately one-fourth of this 
volume is devoted to tax-saving 
suggestions which should prove ex. 
tremely helpful in planning the dis. 
tribution of an estate. The specific 
plans outlined are intended 4 
guides to taxpayers and their coun- 
sel without attempting to furnish a 
infallible solution for individual 
problems. Comparisons are made 
between gift and estate tax rates 
with emphasos on the benefits some- 
times obtainable from transfers of 
property during the owner’s life 
time. These benefits are then 
weighed with reference to expected 
future appreciation or depreciation 
in values and appropriate steps are 
indicated for each condition. 

The three principal taxes affect- 
ing trusts and estates (income, gift 
and estate taxes) are considered 
separately. To avoid confusing the 
reader, all comparisons are made it 
the final section of the book. Fol- 
lowing the arrangement used it 
earlier editions, the laws, regula 
tions and text material are set out 
in different styles of type making 
it an easy matter to distinguish be 
tween them. 

A good working library on feders 
tax questions can be built around 
this book and its two companidl 
volumes: “Federal Tax Practice 
and “Federal Income Tax Hand 
book, 1938-39.” However, out of 
long experience in this field, Mont 
gomery warns that no specific plat 
should be put into operation with 
out consulting the latest decisiot 
and authorities. — Lawrence 
Bloomenthal. 
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British capitalists are now feeling 
after bank investments in New 
York, and more than likely the 
control of one or more banks may 
pass to them very soon. The man- 
agement, of course, remains in 
American hands. The toll we pay 
for our ocean service is being in- 
vested here quite rapidly. Except 
in case of war, a thing of the past, 
let us hope, this division of labor 
is economical, and a vast saving of 
life and discomfort to this people, 
who as continentals are more 
pleasantly and profitably employed 
on land. 
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ALABAMA—Before this issue of 
THE BANKERS MONTHLY reaches 
our subscribers, without doubt, a 
State Bankers’ Association will 
have been formed for the progres- 
sive State of Alabama, by the con- 
vention called lately to meet in 
Birmingham. Much good is antici- 
pated from the organization. Of 
that there need be no doubt. In our 
next issue it will afford us unmixed 
pleasure to record the organization 
and the names of its officers, should 
the project become an accomplished 
fact. 
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Now that the proposal has been 
made openly to let the National 
bank circulation liquidate to a 
close, and consequently the bank 
basis itself flow out, it may be in 
place to recall a few figures of that 
splendid and useful system, one 
that has done more sound teaching 
and practical instruction in banking 
in its brief career, than all that was 
done in 100 years before it in this 
country in that line of business. 
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The system was established in 
1863. In 1866 the number of banks 
was 1,644. The number now is 
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3,300. The capital stock is $606,- 
000,000. Their deposits, $2,000,- 
000,000. Loans‘ and investments, 


$2,000,000,000. The circulation 
1888 was $320,000,000. 


in 
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This is an important organization 
to let pass into other forms, but this 
may be merely a National libra- 
tion, as between the State and 
Federal governments prior to a re- 
turn to former status. It is rare, 
however, that governments volun- 
tarily restore functions that carry 
patronage, especially at the center 
where it is more easily controlled. 
This is human nature. The circula- 
tion is now only $123,000,000 
owned by the banks. 


November, 1889 


Extracts From An Address Of 
Lyman J. Gage 


The banker of today inherits the 
accumulated functions of the past, 
but they are performed under con- 
stantly changing conditions. Society 
is deeply interested that he should 
discharge his duties and responsi- 
bilities in a manner consistent with 
their highest and best use, whilst 
his own success is assured by his 
faithfulness in so doing. 

Betrayals of trust in the banking 
profession are so rare as to clearly 
show that the ethics of banking are 
of a high order, and that, as a rule, 
they operate with binding force 
upon the conscience of those who 
attain these positions of trust and 
responsibility. If, then, those who 
carry on the business of banking 
desire to preserve it honorable and 
useful, or if animated only by a 
desire to make it safe and profit- 
able, they do wisely in uniting to 
secure these ends. 

The qualifications of the banker 
are the same everywhere. He 
should be a man of good mental 


power, so as to comprehend and 
rightly estimate the men and cir- 
cumstances by which he is sur- 


rounded, and sufficiently sympa- 
thetic to identify himself with the 
commercial and industrial move- 
ments of the community in which 
he dwells. 

If he be truly wise he will know 
that he can not enrich himself at 
the expense of the community, nor 
will he make the unjust attempt 
should he gain the power so to do. 

He will understand that his true 
course lies in encouraging indus- 
trial activity, productive energy, 
and in promoting the economical 
exchange of industrial products. In 
this way he will receive his fairly | 
earned share of the benefits hé thus 
assists his community to secure, 
and with it he will receive also the 
appreciative gratitude of all intelli- 
gent and right minded people. 
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A curious discovery connected 
with the recent disastrous confla- 
gration is reported by a Spokane 
paper. The safe of Mason, Smith, 
and Co. became cracked by the 
intense heat, and their books were 
charred and baked to blackened 
crisp, though they remained intact. 
Not a figure could be distinguished. 
One of the bookkeepers, while 
turning over the leaves noticed that 
where his finger which was wet, 
touched the page, the figures ap- 
peared legible through the mois- © 
ture. He procured a paint brush, 
dipped it in water, and dampened 
the whole page, and was gratified 
to see all the figures dimly out- 
lined. Two bookkeepers then went 
to work, and by wetting the pages, 
and carefully turning the leaves, 
succeeded in a few days in trans- 
ferring all the accounts to a new 
set of books. The books are as 
black as ink, and the leaves 
crumble to pieces when touched. 


Trends In New England 


New England as a market; New 
England as a contributor to the de- 
velopment of industry; New Eng- 
land as it is, and has been; and New 
England of the future; this out- 
lines in a few words the ideas that 
may be obtained by reading the 
graphically illustrated booklet 
called, “New England Trends,” 
published by the First National 
Bank of Boston. The book is full 
of interesting colored charts, and 
colored photographs; and is free for 
the asking. 
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Money Oddities 


If you think the Trylon and Peri- 
sphere motif of the World’s Fair is 
of modern origin, you should see 
the miniature reproduction of this 
theme in the Chase National Bank 
Exhibit of Moneys located at 46 
Cedar Street. As you enter the 
room your eyes catch a glimpse of 
a small exhibit entitled “The World 
of Yesterday.” On close inspection 
one finds that the “Trylon” is an 
ancient clay due bill from Chaldea, 
about 2500 B. C., with cuneiform 
scription on it and that the “Peri- 
sphere” is a round specimen of 
stone money from ancient China. 

Other specimens of early Chinese 
money include the knife, dress, 
bridge, and spade coins. These 
pieces date back to about 2000- 
1500 B. C. and are made in shape 
to resemble the article it was in- 
tended to buy. 

Ancient Greek and Roman coins 
are well represented in the exhibit. 
Of the Greek pieces, probably the 
most interesting are those of Aegina 
—the first coins of standard weight 
and fineness, about 700 B. C., and 
of Corinth, Athens, Metapontum, 
Syracuse and Macedon, issued about 
400-300 B. C. It is thought that 
Alexander the Great of Macedon 
was the first ruler to be portrayed 
on coins, a practice which has con- 
tinued down to the present time 
among those countries that have 
kings and queens. The Roman em- 
perors were portrayed on coins and 
in the display is a set of pieces 


GENERAL MOTORS 


is engaged primarily in facilitating 
wholesale distribution and retail 
sales of the following products of 
General Motors Corporation and 
its world-wide affiliates: CADILLAC, 
LA SALLE, BUICK, OLDSMOBILE, 
PONTIAC,CHEVROLET automobiles; 
FRIGIDAIRE appliances for refrig- 
eration and air conditioning; 
DELCO lighting, power 
and heating equip- 
ment; GMC trucks; 
BEDFORD, VAUX- 
HALL, OPEL, BLITZ— 


ACCEPTANCE 


INSTALMENT 
PLAN 


showing the twelve Caesars. Also, 
in case you are interested in seeing 
what Cleopatra looked like, there is 
a coin with her portrait on it. 
Among the coins mentioned in the 
Bible which may be seen in the 
Chase Collection are the Roman 
“tribute penny’, The ‘“widow’s 
mite” and the shekel. “Tribute 
pennies,” the silver denarii of 
Tiberius, Roman Emperor from 
14-37 A. D. were about the size of 
our dime and were used by the 
Pharisees in paying tribute or taxes 
to Rome. The “widow’s mite,” or 
lepton of Judea, was the smallest 
coin of the period and consequently 
was the smallest contribution the 
widow could cast into the box in 
the temple. It was made of copper. 
The silver shekel of Israel was 
issued during the revolt under 


CORPORATION 


foreign made automotive vehicles. 
The business consists of invest- 
ments in self-liquidating credits, 
widely diversified as to region 
and enterprise, capital employed 
being in excess of $80,000,000. 
In obtaining short term accom: 
modation, GMAC issues one stan- 
dard form of note. This obliga- 
tion it offers to banks 

\ | and institutions, in 
convenient maturities 
and denominations at 
current discount rates. 


These NOTES are available, in limited amounts, upon request. 


EXECUTIVE OFFICE NEW YORK - 


BRANCHES IN PRINCIPAL CITIES 


Simon Maccabaeus (141-137 B.C), 
The obverse of this coin shows the 
cup which held manna and the jp. 
scription reads “Shekel of Israe]” 
The reverse shows Aaron’s rod that 
budded and the inscription is “Jery. 
salem The Holy”. 


Practical Bank Credit 


By Herbert V. Prochnow, Asst. 
Vice President, the First National 
Bank of Chicago; and Roy A. Foulke, 
Manager, Analytical Report Depart. 
ment, Dun and Bradstreet, Inc. 
Published by Prentice-Hall, Inc., 7) 
Fifth Avenue, New York; Cloth 
bound, 690 pages, price $7.50. 

The first glance through this new 
book would surely give a credit 
man a new vision of his job. The 
fact that 690 pages are necessary to 
outline the various functions and 
activities of bank credit granting is 
enough to make any credit man 
feel that he has an important re- 
sponsibility. 

This is, without doubt, the most 
comprehensive treatise on the sub- 
ject yet published. It covers every 
phase of credit granting by banks. 
It gives the routine of each phase, 
and illustrates most of the princi- 
ples by actual cases which were 
contributed by 36 prominent bank- 
ers. 

The work is divided into six 
parts, and 24 chapters. An idea of 
the comprehensiveness of its treat- 
ment may be had from the titles of 
each of the six parts. They are: 
Part I, The Bank Credit Depart- 
ment; Part II, Sources of Credit 
Information; Part III, Importance 
and Interpretation of Financial 
Statements; Part IV, Making the 
Loan; Part V, Frozen Loans and 
Rehabilitation; Part VI, Typical 
Requests For Bank Credit. 

In the last chapter, a number of 
specific credit reports are quoted, 
and information given as to whether 
the loan was granted or not, and 
what the results were as to collec- 
tions. These cases alone are worth 
a great deal to any loan officer, for 
they enable him to read into his 
own experience the principles which 
have been well established. 

A most valuable part of the book 
is a reproduction of a more or les 
ideal credit file. This comprises 4 
great many indexed pages, ani 
gives actual cases in sufficient vol- 
ume to illustrate every point. 


Liberality is a good basis fo 
rendering service, but not for com 
puting charges for the service. 
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Commercial National Bank, Shreve- 
port, La.—new 17-story building. 

Farmers State Bank, Canton, Kan. 
—air conditioning. 

Avoyelles Trust & Savings Bank, 


Bunkie, La.—air conditioning. 
Rensselaer County Bank and Trust Baxter State Bank, Baxter Springs, McDonald County Bank, Pineville, 


Co., Rensselaer, N. Y.—Enlarging Kan.—after-hour depository. Mo.—remodeling. 
and remodeling—$18,000. First National Bank, Wheeling, W. Cottonport (La.) Bank—remodel- 
Calhoun County Bank, Hampton, Va.—night depository. .  ing—$10,000. 
Ark.—new building—$7,500. Manufacturers Trust Co., New York Kipton Bank Co., Wellington, Ohio 
First National Bank, Falfurrias, City—remodeling entrance. —remodeling new quarters. 
Tex.—enlarging and remodeling, Federal Reserve Bank, Dallas, Tex. Security National Bank, Greensboro, 
modern fixtures, air condit‘oning —two additional floors. N. C.—remodeling new quarters, 
—$17,000. Farmers State Bank, Ingalls, Kan. acoustical ceilings, air condition- 
First National Bank, Birmingham, —remodeling. ing—$60,000. 
Ala.—remodeling new quarters— 
$300,000. 
First National Bank, York, Pa.— 
remodeling interior. 
Muenster (Tex.) State Bank—new 
building. 
Kinde (Mich.) State Bank—new 


building. 
Morris Plan Industrial Bank, Bur- 
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lington, N. C.—new building, air 
conditioning. 


Security Bank, Burlington, N. C.— ]| 
remodeling, additional floor— ]| CO N S| | ‘RI La | TO N 
$10,000. 

Waukomis (Okla.) State Bank— 
remodeling and _ re-decorating, 
new fixtures. 


First National Bank of Fordyce, 
Ark.—remodeling, new lighting 
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system, modern fixtures—$10,000. 

Bank of America, Azusa, Cal.—new 
building—$25,000. 

National Bank of Commerce, Bell- 
ingham, Wash.—enlarging and 
remodeling, modern fixtures, rub- 
ber tile floors, ventilating system, 
acoustical ceilings, new vault and 
alarms—$20,000. 

Security National Bank, Wilming- 
ton, N. C.—remodeling, new 
fixtures, modern lighting and 
ventilating systems—$16,000. 

Peoples National Bank, Albia, Ia.— 
remodeling interior, new entrance, 
modern fixtures. 

First National Bank, Cobleskill, 
N. Y.—enlarging and remodeling. 

Howard Savings Institution, New- 
ark, N. J.—remodeling. 

Hillside National Bank, Newark, 
N. J.—enlarging and remodeling 
—$15,000. 

American National Bank, Idaho 
Falls, Idaho—new building. 

American State Savings Bank, 
Lansing, Mich.—enlarging and 
remodeling—$10,000. 

First National Bank of Harlingen, 
Tex.—new air conditioning plant, 
new fixtures—$8,000. 

First National Exchange Bank, 
Roanoke, Va.—year-round air 
conditioning system—$27,700. 
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quite an institution, and its method 
of manufacture reminds us of some 
of the building jobs of today. 


Plans are drawn here, engineering oper- 
ations are handled there, general construction 
comes from over yonder, interior decorat- 
ing and equipment from somewhere else, 
and all units are patched together in an 
assembled building. 


Our single contract, covering all operations 
named and creating a coordinated master- 
piece, planned and finished entirely by us, 
is the remedy. You pay only one profit, and 
we guarantee not to exceed our estimate. 


May our representative call? No obligation, 
of course. 


ST. LOUIS 
BANK BUILDING 
& EQUIPMENT CO. 


NINTH AND SIDNEY-: ST. LOUIS 











Out-of-Town Banks 


Out-of-town banks and bankers will find here 


complete banking facilities for prompt and 


economical handling of accounts in Chicago. We 


would appreciate the opportunity of serving you. 


Crry Narionat Bank 


AND TRUST COMPANY of Chicago 


2038 $0 07 2 


LA SAGQGLiB STREET 


(Member Federal Deposit Insurance Corporation) 


Gala Celebration Marks Opening Of 
New Florida National Building 


LMOST a year ago, we an- 
A nounced in our bank building 
news columns plans for the 
new two and one-half million dol- 
lar DuPont building in Miami, Fla., 
which was to include modern bank- 
ing quarters for the Florida Na- 
tional Bank and Trust Co., of that 
city. 

On October 23, this building was 
opened to the public, and the Flor- 
ida National began business in its 
sumptuous new home with a cele- 
bration which fell little short of 
being a city-wide fiesta day. It 
would hardly be correct for us to 
say that the festivities were at- 
tended “by celebrities of stage and 
screen”, but the ceremonies were 
broadcast over all three radio sta- 
tions of the Miami area, and were 
headed up by such noteworthy peo- 
ple as the mayor of the City of 
Miami, the chairman of the county 
commission, leading the participat- 
ing civic groups, and the top flight 
officials of the Florida National 
Group of Banks, headed by Edward 
Ball of Jacksonville, president of 
the Florida National Group, and 
Leonard A. Usina, president of the 
Florida National Bank and Trust 
Co., at Miami. 

Physical transfer of the Florida 
National Bank and Trust Co. to its 
new quarters was accomplished on 
Saturday, October 21, following the 
close of banking hours. On Sunday 
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afternoon, several thousand busi- 
ness, industrial, and banking lead- 
ers, from all part:. of the state, as 
well as from many northeastern and 
midwestern cities took advantage 
of President Usina’s invitation to 
“preview” the new headquarters. 

Key executives from the other 
Florida National Banks came from 
Jacksonville, Daytona Beach, St. 
Petersburg, West Palm _ Beach, 
Lakeland, Bartow, Ocala, Orlando, 
Starke, and Chipley to assist Presi- 
dent Usina in escorting and enter- 
taining these many special guests. 

The Monday ceremonies began at 
8:30, when the American Legion 
Drum and Bugle Corps marched 
from the county courthouse to the 
new building where both the Legion 
and the Florida National Guard 
bands gave concerts. 

The actual official opening of the 
new building was an _ interesting 
deviation from the usual ribbon 
cutting ceremony. Both main en- 
trances to the building were cov- 
ered by full-sized models, painted 
in exact replica of the entrances 
themselves. At the stroke of nine, 
Mayor Sewell and President Ball 
of the Florida National Group at the 
Flagler Street entrance, and County 
Commission Chairman Paxon and 
President Usina at the Second 
Avenue entrance, walked through 
the painted entrance models—signi- 
fying the formal opening of the 


structure. Continuing into the 
building, the two groups met in the 
main floor lobby, and exchanged 
formal greetings. Thence, they 
walked up the stairs followed by 
the others who took part in the 
opening ceremony, and proceded to 
the northeast corner of the bank- 
ing lobby, where began the official 
tour of inspection of the bank quar. 
ters on the second, third, and fourth 
floors. Following the tour, an or- 
chestral program in the bank lobby 
concluded the morning’s  cere- 
monies. 

The bank was kept open for 
public inspection throughout the 
afternoon, and in the evening the 
bank entertained at a public recep- 
tion and concert until 10 p. m. 


Standard Forms And Systems 


Prepared by a committee of the 
Virginia Bankers Association 
Price $5, paper-bound manual 


A committee of the Virginia 
Bankers Association, headed by L. 
W. Bishop as chairman, has pre- 
pared the most comprehensive and 
up-to-date discussion of bank oper- 
ations and forms that has come to 
our attention. 

The effort has been made to 
standardize forms so that they will 
meet all conditions in all banks. 
The book is a typewritten discus- 
sion of the operation of every de- 
partment of the bank, and includes 
several forms for every purpose. 

It is subdivided into the follow- 
ing divisions: general books, check- 
ing account forms, paying and 
receiving, proof and transit, book- 
keeping, analysis, savings, loans 
and discounts, credits, investments, 
safe deposit, collections, filing, 
auditing. 

After completing this tremendous 
job, the committee was compli- 
mented by so many bankers and 
banking authorities that it con- 
ceived the idea of providing extra 
copies of this book of forms and 
systems to other bankers who 
might want them. The price of $5 
is a nominal charge, and of course, 
does not cover the actual cost of 
making the study. 

The book is a valuable addition 
to any bank library, and can be used 
as the basis for developing im- 
proved systems in any bank. 

It may be had by addressing the 
chairman, L. W. Bishop, State- 
Planters Bank and Trust Co., Rich- 
mond, Virginia. 
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1940 CONVENTIONS 


National 


American Bankers Association— 
(date undecided)—Atlantic City, 
N. J. 

American Institute of Banking— 
June 3-7—Hotel Statler, Boston. 

National Safe Deposit Advisory 
Council—sometime in May—Bos- 
ton. 

National Association of Mutual 
Savings Banks—May 8-10—Hotel 
Statler, Boston. 


State 


Dist. of Columbia—June 5-9—The 
Homestead, Hot Springs, Va. 

Florida—April 4-6—Palm Beach 
Biltmore Hotel, Palm Beach. 

Georgia—April—Augusta. 

Illinois—May 28-29—Palmer House, 
Chicago. 

Indiana Bankers Association—May 
15-16—Claypool Hotel, Indian- 
apolis. 

Iowa—June 3-5—Place undecided. 

Minnesota—June 5-7—Minneapolis. 

Mississippi—May 13-15—Place un- 
decided. 

Missouri—May 6-8—Place unde- 
cided. 

Oklahoma—May 2-3—Tulsa. 

Oklahoma A. I. B—May 4—Tulsa. 

South Dakota—May 15-16—Water- 
town. 

Texas—May 21-23—Buccaneer Ho- 
tel, Galveston. 

Virginia—May 23-25—Hotel Roa- 
noke, Roanoke. 

Wisconsin—June 11-12—Place un- 
decided. 


Bankers Conferences 

A. B. A. Regional Trust Conference 
—Jan. 11-12—Detroit, Mich. 

A. B. A. Regional Banking Confer- 
ence — March 21-22 — Denver, 
Colo. 

Central States Conference—(date 
undecided )—Chicago. 

Indiana Banking Conference—Feb. 
12-14—Indiana University, Bloom- 
ington. 

Kansas Bankers Seminar—June— 
U. of Kansas, Topeka. 

Louisiana Bankers Conference — 
Jan. 24-26—Louisiana State Uni- 
versity, Baton Rouge. 

Michigan Bankers Bank Manage- 
ment Study Conference—March— 
(Tentative), Ann Arbor. 

Missouri Bankers Conference (First) 
—Jan. 17-19—University of Mis- 
souri, Columbia. 
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I Work With The 
Auto Dealers 


(Continued from page 649) 


When I checked the statements of 
these two banks, I found that the 
one who understood the automobile 
business, and whose president was 
actively making loans as a result of 
the purchase of automobiles, 
63% of his deposits loaned. Where- 
as the other bank loaned only 21%. 

This experience, it seems to me, 
makes it clear that there are loans 
to be had in any community, and 
the banker who gets them is the one 


BER UTI 
WHICH - 


had 


who takes an active interest in the 
business of every local man who 
has something to sell. 
Businessmen like to borrow from 
an officer who understands and 
shows an interest in their business. 


Additional Building 


The First National Bank of Dan- 
ville, Va., is doubling the size of its 
Main street banking house by mak- 
ing use of a store building recently 
purchased next door. The modern- 
ization includes a new vault, and 
additional safety equipment. 


IS LIKELY TO BE A 


Berrer Banker? 


One who gets 


his Business and Financial 


news together with complete Markets every morning, 


OR — 


or even 24 hours later? 


One who gets this vital information weekly, 


TODAY .. . . the Chicago Journal of Commerce is the ONLY DAILY 
publication in the Middle West which supplies all of this financial 
data, plus, a wealth of other Industrial and Business news, most 
of which is of current or deferred interest to the active Banker. 


NOW .. 


. Special “Let’s Get Acquainted” Offer 


So that you may see for yourself how very worthwhile this DAILY 
Business and Financial Service is to you and your interests, you 
can have the next 88 issues for only $5. 


Fill in... Tear off... 


and Mail this Coupon before November 15, 1939 


CHICAGO JOURNAL OF COMMERCE 


12 East Grand Ave., Chicago 


Send the next 88 issues at the Special “Let’s Get Acquainted” rate of only $5. 


Name 


Bank 
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WHO'S WHO IN BANKING NEWS _ 


Koeneke Elected Second Vice 
President A. B. A. 


As usual, the American Bankers 
Association in its convention ad- 
vanced the first vice president to 
the office of president. Robert W. 
Hanes, president of the Wachovia 
Bank and Trust Co., Winston- 
Salem, N. C. is in charge of the 
association for the coming year. 
P. D. Houston, chairman of the 
American National Bank, Nashville, 
Tenn., was advanced from second 
vice president to first vice presi- 
dent, and Henry W. Koeneke, presi- 
dent, Security Bank of Ponca City, 
Ponca City, Oklahoma, was elected 
second vice president. 

In his inaugural address, Mr. 
Hanes made _ several significant 
statements with respect to the work 
of the association during the com- 
ing year. The following quotations 
will be of interest to every banker: 

“During my term of office I shall 
mobilize every force in the Associa- 
tion to help our members better 
serve the legitimate needs for bank 
services on the part of the general 
public. 

“The work of the Association this 
year will be built around two 
phases. The first is ‘Banking and 
Business Development’. Through 
our regional conferences and other 
public contacts, we shall show how 
banking serves business and makes 
for employment of men and serv- 
ices. 

“The second aspect of our work 
will have to do with the internal 
management of our institutions. 
‘Know your Bank’ is a phrase you 
will hear often during the next 
twelve months. The work of our 
educational section, the activities of 
the Bank Management Commission 
and of the Research Council will be 
focused upon ways and means of 
helping to know our banks better.” 

During the past year’ Mr. Koeneke 
has been president of the state bank 
division and in his address before 
that division, he said the following 
significant things: 

“Compulsory Federal Reserve 
membership and current efforts to 
center financial control in Wash- 
ington represent an attempt to undo 
and reserve the principle that has 
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prevailed through one hundred and 
fifty years of struggle. 

“Such a centralization cannot be 
justified by a ‘horse and buggy’ 
allusion to the past. America did 
not grow up in Washington or Wall 
Street or any other single city. 
America grew up in the northeast, 
in the southeast, in the middlewest, 
in the northwest, and the southwest. 
Each section developed its own 
economy and habits, its social life 
and customs, even its own accent 
and sometimes its own vocabulary. 
Each contributed its strength to the 
nation. It is a new idea that each 
must depend for its strength on 
Washington. 

“A great onslaught was made on 
the banking system this past year 
under the guise of efforts to provide 
credit and capital not available 
through the normal channels. The 
proposal for insured loans was but 
a small phase. A larger objective 
seems to have been the establish- 
ment of a system of government 
banks. Government witnesses ap- 
peared before congressional com- 
mittees with a new theory. 

“Briefly, the theory held that the 
country had achieved economic 
maturity, that there no longer is 
room for great industrial develop- 
ment and expansion, that industry 
no longer offers opportunity for 
investment. Therefore, capital is 
not being invested and the economic 
machine is slowed down. Hence the 
government should undertake to 
assure economic activity by taking 
savings and investment capital and 
investing it in industry and public 
works. Thus would discredited 
pump priming be made more per- 
manent. 

“It was confessed by one gov- 
ernment official that, under this 
program, the government would 
ultimately come to own most of the 
productive units of the country. 
That means the end of free enter- 
prise. 

“Under the Wagner Resolution 
passed by the Senate, hearings will 
be scheduled on the entire banking 
set-up. There is no doubt but what 
a challenge will be made against 


the dual system of banking, seeking 
exclusive federal control. These 
hearings are expected to get under 
way sometime during the month of 
October.” 

Roland E. Clark of Portland, 
Maine, was elected president of the 
Trust Division, and is vice presi- 
dent in charge of the trust depart- 
ment of the National Bank of 
Commerce in Portland. 

Melvin Rouff of Houston, Texas, 
was elected president of the Na- 
tional Bank Division, and is senior 
vice president of the Houston Na- 
tional Bank. 

William S. Elliott, was elected 
president of the State Bank Divi- 
sion, and is president of the Bank 
of Canton, Georgia. 

A. George Gilman of Malden, 
Mass., was elected president of the 
Savings Division, and is president 
of the Malden Savings Bank. 

C. C. Wattam of Fargo, North 
Dakota, was elected president of the 
State Secretaries Section, is secre- 
tary of the North Dakota Bankers 
Association, and is city attorney of 
Fargo. 


Auditors Advance Massie, 
Elect Waldow 


At the annual convention in 
Seattle of the National Association 
of Bank Auditors and Comptrollers, 
J. W. Massie, auditor of the Repub- 
lic National Bank of Dallas, Tex., 
was advanced to the presidency, 
succeeding E. G. Armstrong, comp- 
troller of the Commerce Trust Co., 
of Kansas City, Mo. 

Charles Z. Meyer, comptroller of 
the First National Bank of Chicago, 
was moved up to the first vice- 
presidency, and Cecil W. Borton, 
auditor of the Irving Trust Co., of 
New York, and secretary-treasurer 
of the Association last year, became 
the second vice-president. 

O. A. Waldow, auditor of the Na- 
tional Bank of Detroit, was elected 
secretary-treasurer. The election 
to this office places Mr. Waldow in 
line for elevation to the presidency 
of the organization at the 1942 con- 
vention. 

At the same meeting, the Associa- 
tion again unanimously elected 
Oscar G. Schalk, comptroller of the 
Mercantile -Commerce Bank and 


BANKERS MONTHLY 





Trust Co. of St. Louis, as an honor- 
ary member of the national advisory 
poard. This is the third consecutive 
year that Mr. Schalk, who is a 
former national president of the 
Association, has been so honored. 


Bankers Prominent On Committees 
Of U. S. Chamber Of Commerce 


The president of the Chamber of 
Commerce of the United States has 
announced the appointment of com- 
mittees for the ensuing year, and 
the following bankers are included: 


Agriculture—F. A. Irish,‘ Chairman, 
president, First National Bank 
and Trust Co., Fargo, N. D. 

Education—Felix M. McWhirter, 
Chairman, president, Peoples 
State Bank, Indianapolis, Ind. 

Thomas C. Boushall, president, 
Morris Plan Bank of Virginia, 
Richmond, Va. 

Dr. W. F. Gephart, vice president, 
First National Bank, St. Louis, 
Mo. 

Lewis E. Pierson, honorary chair- 
man, Irving Trust Co., New York, 
N. Y. 

Federal Finance—Roy C. Osgood, 
vice president, First National 
Bank, Chicago. 

Finance Department—Robert V. 
Fleming, Chairman, president, 
Riggs National Bank, Washington, 
D. C. 

E. W. Allendoerfer, vice president, 
First National Bank, Kansas City, 
Kansas. 

J. Stewart Baker, chairman of 
board, Bank of the Manhattan Co., 
New York, N. Y. 

Edward E. Brown, president, First 
National Bank of Chicago, Chi- 
cago, Ill. 

R. H. Davis, president, The Denver 
National Bank, Denver, Colo. 

W. F. Gephart, vice president, First 
National Bank in St. Louis, Mo. 

R. E. Harding, president, Fort Worth 
National Bank, Fort Worth, Tex. 

Walter S. McLucas, chairman of the 
board, National Bank of Detroit, 
Detroit, Mich. 

Thomas R. Preston, president, 
Hamilton National Bank, Chatta- 
nooga, Tenn. 

Charles E. Spencer, Jr., president, 
First National Bank of Boston, 
Boston, Mass. 

Lyman E. Wakefield, president, 
First National Bank and Trust 
Co., Minneapolis, Minn. 

Charles F. Zimmerman, president, 
im National Bank, Huntingdon, 

a. 

Monetary Policy—W. F. Gephart, 

Chairman, vice president, First 


November, 1939 


National Bank in St. Louis, Mo. 

Walter Lichtenstein, vice president, 
First National Bank of Chicago, 
Chicago, Ill. 

George B. Roberts, vice president, 
National City Bank of New York, 
New York, N. Y. 

Foreign Commerce — James W. 
Spangler, Chairman, vice presi- 
dent, Seattle-First National Bank, 
Seattle Wash. * : 

J. G. Geddes, vice president, the 
National City Bank of Cleveland, 
Ohio. 

Boies C. Hart, vice president, Na- 
tional City Bank of New York, 
.&. 

National Defense — Felix M. 
McWhirter, Vice chairman, presi- 
dent, Peoples State Bank, Indian- 
apolis, Ind. 

Public Housing—Thomas C. 
Boushall, Chairman, president, 
Morris Plan Bank of Virginia, 
Richmond, Va. 

Social Security—H. W. Fenton, 
president Harris Trust and Sav- 
ings Bank, Chicago. 

State and Local Taxation and Ex- 
penditures—Clarence E. Hill, vice 
president, Northwestern National 
Bank and Trust Co., Minneapolis, 
Minn. 

Joint Canada-United States Rela- 
tions—J. W. Spangler, vice presi- 
dent, Seattle-First National Bank, 
Seattle, Wash. 


Smith On Chicago Fund 


Solomon B. Smith, vice-president 
of the Northern Trust Company, of 
Chicago, has been appointed chair- 
man of the Banks Group in the 
Industrial Division of the 1939 
Chicago Community Fund Cam- 
paign. 

Last year this division of the 
campaign raised $200,575, and in 
the 1939 drive, will endeavor to 
increase that amount by at least 
10%. 

Assisting Mr. Smith will be an 
advisory committee under the 
chairmanship of Laurence H. Ar- 
mour, president of the American 
National Bank and Trust Co., other 
members of this committee are, 
John F. Amberg, president of the 
Pioneer Trust and Savings Bank; 
Edward E. Brown, president of the 
First National Bank; Joseph J. Bud- 
long, president of the Lakeview 
Trust and Savings Bank; William C. 
Cummings, president of the Drovers 
National Bank; Walter J. Cum- 
mings, chairman of the Continental- 
Illinois National Trust and Savings 
Co.; Charles G. Dawes, chairman of 


HIGHER EDUCATION 


d 


HIGHER EARNINGS 


go together 


* 


For the man who knows his 
own job thoroughly, and who 
has a general knowledge of 
other work, the door of oppor- 
tunity opens more often. 


* 

Three of the fundamental sub- 
jects of banking are covered 
thoroughly and clearly, with 
illustrations, in the books we 
selected as the finest works 
written on banking in the past 
few years. 


* 


A $5 investment—the cost of 
these 3 books in a set—may 
bring you $5,000 a year. It’s 
a class A investment—send for 
these books today. 


BANK LOAN MANAGEMENT 
BANK COST CONTROL 
ADVERTISING FOR BANKS 


The Blue Book Library 


PASTE THIS COUPON ON A PENNY POSTCARD 


RAND MSNALLY & COMPANY 
536 South Clark St., Chicago 


Send me the Blue Book Library on 5 
day approval plan. If I like them I will 
send you $5—the special price for the 
3—or $2 each for any one or two I 
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BUYERS GUIDE, Continued— 


Last month. we gave you the semi-annual edition of the Buyers 
Guide, complete with information of value to every bank purchas- 


ing officer. 


Each month, between Buyers Guide issues, the list 
below is printed as an added convenience for you. 


Look it over 


and see what you need now, or will need later—I’ll be happy to 
have information sent you promptly on any and all items you 
check. There is no charge for this service. 


1 Accounting Machines 
2 —- Accounting and Audit Con- 
tro 
3 Adding Machines 
4 Adding Machine Rolls and Paper 
S Addressing Machines 
6 Addressing Machine Plates, Stencils, 
etc. 
7 Adhesives 
8 Air Conditioning Equipment 
9 Alarms, Bank Vault 
10 Architects and Builders 
11 Autographic Registers 
12 Bandit Resisting Enclosures and 
Alarm Systems 
13 Bandit Resisting Enclosures 
14 Bank Directories 
15 Bankers’ Note Cases 
16 Banking by Mail Envelopes 
17 Banking Textbooks 
18 Bookkeeping Equipment 
19 Bronze and Brass Signs 
20 Burglar Alarms 
21 Calculating Machines 
22 Calendars 
23 Carbonized Checks and Forms 
24 Carbon Paper and Inked Ribbons 
25 Central Files 
26 Chairs, Posture 
27 Chair Pads and Cushions 
28 Changeable Signs 
29 Check Book Covers 
30 Check Cancelling Perforators 
31 Check Certifiers 
32 Check Endorsers 
33 Check Files 
34 Check Protectors 
35 Checks 
36 Check Signers 
37 Check Sorting Trays 
38 Check Sorters 
39 Chime Clock Systems 
40 Christmas Savings 
41 Clips, Paper 
42 Clocks, Advertising 
43 Coat and Hat Racks 
44 Coin Bags 
45 Coin Boxes 
46 Coin Cards 
47 Coin Changers 
48 Coin Clocks 
49 Cein Counting Machines 
50 Coin Counting and Packaging Ma- 
chines 
$1 Coin Envelopes 
52 Coin Sorting and Counting Machines 
53 Coin and Currency Trays 
54 Coin Wrappers 
55 Copyholder Lamps 
56 Copyholders 
57 Counter Cash Protectors 
58 Coupon Books 
59 Coupon Envelopes 
60 Currency Boxes 
61 Currency Envelopes 
62 Currency Straps 
63 Daters, Metal and Rubber 
64 Dating Machines and Stamps 
65 Daylight Hold-Up Protective Equip- 


ment 
66 Depositories 
67 Deposit Ticket Files 
68 Desk Fountain Pens 
69 Desk Lamps, Portable 
70 Desk Pads 
71 Dictating Machines 
72 Duplicators 
73 Duplicating Machine Supplies 
74 Electric Signs 
75 Envelope Sealers, Hand 


Mary Manning 


76 Expanding Envelopes 

77 Filing Cabinets 

78 Fire Alarm Systems 

79 Fire Protective Files 

80 Forms 

81 Forms, Continuous 

82 Fountain Pens 

83 Furniture 

84 Glass Signs 

85 Globes 

86 Gummed Mending Tape 

87 Index Guides 

88 Ink 

89 Inks, Duplicating Machine 
90 Ink in Powdered Form 

91 Interest Calculators 

92 Interest Computing Machines 
93 Lamps, 

94 Lamps, Adding, Posting Machine 
95 Loose Leaf Binders 

96 Machine Bookkeeping Forms 
97 Maps 

98 Mats 

99 Money Orders 

100 Night Depositories 

101 Night Depository Bags 

102 Numbering Machines 

103 Paper 

104 Paper Fasteners 

105 Pass Books 

106 Pay Roll Envelopes 

107 Pencils 

108 Pencils, Mechanical 

109 Pen Points, Steel 

110 Personal Loan Systems 

111 Photographic Bank Systems 
112 Posting Stands 

113 Posting Trays 

114 Proof Machines 

115 Public Relations Advertising 
116 Quick Deposit Envelopes 

117 Registered Mail Envelopes 
118 Rubber Stamps 

119 Safes, Fire and Burglar Proof 
120 Safe Deposit Boxes 
121 Safety Paper 

122 Sand Urns 

123 Savings Banks, Home and Pocket 
124 Savings Clubs 

125 Sealing Wax 

126 Seals 

127 Seals, Coin Bag 

128 Seals, Corporation, Notary, etc. 
129 Stamp Pads 

130 Stapling Machines and Staples 
131 Statistical Service 

132 Storage Files 

133 Supplies, Bank and Office 

134 Table and Floor Lamps 

135 Tear Gas 

136 Telephone Silencer 

137 Tellers-Bookkeepers Intercommuni- 

cation Systems 
138 Thermometers, Giant Electrical, Ad- 
vertising 

139 Time and Delayed Time Locks 
140 Time Stamps 

141 Travelers Checks 

142 Typewriters 

143 Vaults 

144 Vault Equipment 

145 Vault Trucks 

146 Vault Ventilators 

147 Venetian Blinds 

148 Visible Records 

149 Wardrobe Equipment 

150 Watchman Reporting System 
151 Window and Lobby Displays 


sink oaseeesi rcs PASTE THIS COUPON ON A PENNY POSTCARD ==———IOEAO 
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HE BANKERS SECRETARY, 


Rand M°Nally & Co., 536 So. Clark St., Chicago, III. 


the City National Bank and Trust 
Co.; Howard W. Fenton, president 
and chairman of the executive com- 
mittee of the Harris Trust and Sav- 
ings Bank; Frank C. Rathje, presi- 
dent of the Chicago City Bank and 
Trust Co.; Solomon A. Smith, presi- 
dent of the Northern Trust Co.; and 
H. F. Wuehrmann, president of the 
Uptown State Bank. 


Columbus Bankers Direct 
Business Bureau 


B. G. Huntington, president of the 
Huntington National Bank; Robert 
W. Laylin, vice president of the 
City National Bank and Trust Co.; 
and John W. Seidensticker, presi- 
dent of the Market Exchange Bank 
Co., all of Columbus, O., are among 
the members of the board of trus- 
tees of the Columbus Better Busi- 
ness Bureau for the coming year. 


Kasten Makes Legion Plans 


Walter Kasten, president of the 
First Wisconsin National Bank of 
Milwaukee, Wisc., has been selected 
as chairman of the Milwaukee citi- 
zens committee for the 1941 Ameri- 
can Legion Convention. 


Johnston Heads New York 
Clearing House 


Percy H. Johnston, Chairman of 
the Chemical Bank & Trust Com- 
pany, was elected president of the 
New York Clearing House Associa- 
tion at the 86th Annual Meeting of 
the Association, early in October. 
Mr. Johnston had previously served 
as a member of various committees 
of the Clearing House, including 
four years on the important Clear- 
ing House Committee, of which he 
was chairman for one year. 

As a result of this election, Mr. 
Johnston becomes the 37th presi- 
dent of the Clearing House Asso- 
ciation, the fourth president of the 
Association to be furnished by the 
Chemical Bank. Former presidents 
of the Chemical Bank to head the 
Clearing House were John Quentin 
Jones, elected in 1865 as its fifth 
president; George G. Williams, 
fourteenth president of the Clear- 
ing House elected in 1886; and 
William H. Porter, elected twenty- 
second president in 1909. 


P. D. Houston, chairman of the 
board of the American National 
Bank, Nashville, Tenn., is a member 
of the state planning commission 
appointed by Governor Cooper. 
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Changes since Rand M®Nally Bankers Directory, Final 1939 Edition 


NEW AND REOPENED INSTITUTIONS 


New Banks 


IN ot Fo Se vl acad eeds u dda dou 


... National 


State 4; Private 1 


1; State 6 FM AE aE SI TEI GO 


BANKS REPORTED DISCONTINUED 


Through Liquidation. . 

Through Absorption 

Through Conversion 

Through Merger or Consolidation 
Total discontinued 


.. National 


1; State 5 Private 1 
National 1; State 6 
National 2 


BRANCHES REPORTED DISCONTINUED 


Through Liquidation . 


State 1 


‘Total I 


CHANGES IN TITLE AND /OR LOCATIONS 


Head Offices 


CALIFORNIA 
Crockett 


First National Bank - 
(Sold to Bank of Pinole, September 8, 
1939) 
Los Angeles 
*California Bank, Main & Griffin Office, 
2901 No. Main St 
(Discontinued September 30, 1939. 
Business transferred to and consoli- 
dated with Federal Office, 2201 No. 
Broadway) 
Turlock 
*Peoples State 
(Consolidated 
Bank 


with First 
in Turlock, August 31, 


National 
1939) 


COLORADO 
Castle Rock 
The Bank of Douglas County. ..82-463 
(Capital $25,000, Surplus $5,000. L. R. 
Higby, President, H. B. Dopf, Cashier. 
Opened August 28, 1939) 


CONNECTICUT 
New London 
*Mariners Savings Bank 
(Consolidated with The Savings Bank 
of New London as The Savings Bank 
of New London, September 1, 1939) 


GEORGIA 
Pearson 


The Corbett bsteap (Private Bank—Not 
Inc.) 64-1194 
(Joe Corbett, ‘Owner. Reported Sep- 
tember 1, 1939) 


IDAHO 
Ashton 
*Yellowstone Banking Company.92-292 
(Capital $25,000, Surplus $12,500. S. M. 
Meikle, President, E. R. Kearsley, 
Cashier. Opened October 1, 1939) 


ILLINOIS 
Rardin 
*Rardin State Bank 
(Liquidated voluntarily August 30, 
1939. Deposit liabilities assumed by 
Charleston National Bank, Charleston) 


INDIANA 


Carlisle 


*Sullivan State Bank, Carlisle Branch 
of Sullivan 71-1307 
(Everett L. Jones, Opened 
October 2, 1939) 

Laurel 

*Laurel Bank, Private -804 
(Involuntary liquidation eRe ian 14, 
1939. Closed by Department of Finan- 
cial Institutions) 

Swayzee 

*First National Bank at Swayzee.71-921 
(Converted to Grant County State 
Bank, October 2, 1939) 

Swayzee 

*Grant County State Bank 
(Capital $25,000, Surplus and 
$10,000. Wm. J. Milnes, President. 
Earl Reasoner, Cashier. Conversion of 
First National Bank at Swayzee, Oc- 
tober 2, 1939) 
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Manager. 


Profits 


National 1; State 2 


IOWA 
Lester 


Security Savings Bank, Cae of Larch- 


WOE cidndiecct setanneeeneecanaut deen 
(Paul Schoening, Manager. ” Expect to 
open September 15, 1939) 


KANSAS 


State Bank 
and changed title to The 
State Bank, Scandia, October 


Courtland 
*Peoples 
(Moved 
Scandia 
2, 1939) 
Grinnell 
Grinnell State Bank.. 

(Closed by order of board directors 
August 19, 1939) 

Kelly 
*State Bank of Kelly 
(Taken over by First National Bank, 
Centralia, September 20, 1939) 

Scandia 
*The Scandia State Bank - 
(Capital $20,000, Surplus $2,500. Adolph 
Johnson, President, Walter Boyles, 
Cashier. Change in title and location 
of Peoples State Bank, Courtland. 
Effective October 2, 1939) 


KENTUCKY 
Providence 
*Providence Citizens Bank 
(Closed for liquidation September 1, 
1939 by order of Division of Banking) 


MASSACHUSETTS 


Lynn 
Central National Bank.... 
(Consolidated with Manufacturers Na- 
tional Bank as Manufacturers-Central 
National Bank of Lynn, August 31, 
1939) 

Lynn 
Manufacturers- Central National Bank 
of Lynn ..... 53-86 
(Capital: Common $400,000, Preferred 
$100,000, Surplus and Profits $175,000. 
Joseph A. Lamper, President, Earl I. 
Foster, Cashier. Consolidation of 
Manufacturers National Bank and Cen- 
tral National Bank. Effective August 
31, 1939) 

Lynn 
Manufacturers National Bank... .53-86 
(Consolidated witih Central National 
Bank as Manufacturers-Central Na- 
tional Bank of Lynn, August 31, 1939) 


MICHIGAN 
McBain 


Lake City State Bank, McBain Branch 
of Lake City.. - 74-730 
(C. W. Scheiling, Manager. Succeeded 
McBain State Bank, September 1, 1939) 
McBain 

McBain State Bank. . 74-730 
(Taken over by Lake City State Bank, 
Lake City and operated as a branch, 
September 1, 1939) 


MINNESOTA 
Stewartville 
*First State Bank 


Total 3 


(Absorbed by Stewartville National 
Bank, September 2, 1939) 


MONTANA 
Miles City 


*Bank of Miles City 

(Deposit liability assumed 

tain assets purchased by First National 
Bank in Miles City at close of busi- 
ness September 2, 1939) 


NEBRASKA 
Falls City 


Falls City State Bank 

(Liquidated through First 

Bank, September 5, 1939) 
Genoa 

First National Bank 

(Merged with Genoa National 

August 13, 1939) 


National 


Bank, 


NEW YORK 
Cobleskill 
*Farmers & Merchants Bank... 
(Stockholders voted to 
voluntarily. Reported 
1939) 


. 50-567 
liquidate 
September 19, 


NORTH CAROLINA 
Valdese 
The Northwestern Bank, Branch of 
North Wilkesboro -933 
(Cc. W. Myers, Jr., Manager. 
opened about October 15, 1939) 


NORTH DAKOTA 
St. Thomas 
Walsh County State Bank, Paying and 
Receiving Station of Grafton 
(Francis Ottem, Manager. Opened 
August 21, 1939) 
SOUTH DAKOTA 
Vienna 
*Farmers National Bank 
(voluntary liquidation as of Septem- 
ber 30, 1939) 


VIRGINIA 
Jarratt 


The Bank of Southside Virginia, 
Branch of Carson 68-724 
(L. S. Temple, Manager. To open Oc- 
tober 2, 1939) 


WASHINGTON 

Walla Walla 

*Union Bank & Trust Company...98-17 
(Taken over by Seattle-First National 
Bank, Seattle, September 21, 1939 and 
operated as Walla Walla Valley 
Branch, Seattle-First National Bank, 
(Spokane & Eastern Division) 

Walla Walla 

*Walla Walla Valley Branch, Seattle- 
First National Bank (Spokane & East- 
ern Division) 
(Harold Davis, Manager, R. S. Beaupre, 
Assistant Manager. Opened September 
21, 1939 upon the taking over of the 
Union Bank & Trust Company of 
Walla Walla by the Seattle-First Na- 
tional Bank, Seattle.) 
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Index to 
ADVERTISERS 


Aa 
American Tel. & Tel. Co 


Cc 


Chase National Bank, 
New York 


Chicago Journal of Commerce. .699 


City National Bank & Tr. Co., 
Chicago 


Continental Illinois Nat. B. & T. 
Co., Chicago 


Douglas-Guardian Warehouse 
SRS ine Seinen edee sees 6 wioe 642 
Downey Co., C. L 


Faries Mfg. Co 
First National Bank of Chicago.683 


G 
General Motors Accept. Corp.. .696 


H 


Halsey, Stuart & Co 
Hammermill Paper Co 
Howard Paper Co 
Hush-A-Phone Corp 


L 
La Monte & Son, Geo... . .2nd Cover 


M 
McCullough Co., Inc 


N 


National Cash Register Co. 
Back Cover 
National Shawmut Bank, The, 


Public National B. & T. C., The 
New York 


Ralston Purina Co 
Rand ME¢Nally & Co 
Recordak Corp 


St. Louis Bank Bldg. & Equip. 


WEST VIRGINIA 

Charles Town 

*Peoples Bank of Charles Town. 69-198 
(Capital $37,500, Surplus and Profits 
$21,000. John L. Meyers, President, 
H. W. Willis, Cashier. Change in title 
and location of Farmers Bank of 
Shepherdstown, Shepherdstown. Effec- 
tive September 5, 1939) 

Huntington 
*Guaranty Bank & Trust Company 
69-438 
(Capital $150,000, Surplus $45,000. D. S. 
Diddle, President, A. G. Beckett, 
Cashier. Proposed opening date Octo- 
ber 10, 1939) 

Shepherdstown 
*Farmers Bank of Shepherdstown 

69-198 

(Moved and changed title to Peoples 

3ank of Charles Town, September 5, 

1939) 


WISCONSIN 
Cato 
*The Farmers State Bank....... 79-854 
(Closed September 15, 1939) 


New Banks Reported In 
Process Of Organization 


t Indicates Press Report 


GEORGIA 
Marietta 
*+Cobb Exchange Bank. 
(Capital $50,000. H. OO. 
Correspondent) 


Schilling, 


IOWA 
Brandon 
*+Farmers State Savings Bank, Office of 
Independence. 


MARYLAND 
Baltimore 
First National Bank of Baltimore, new 
branch at 776 E. Twenty-fifth St. (Re- 
ported August 28, 1939) 


MINNESOTA 
Hendricks 


7State Bank of Hendricks. 
(Capital $25,000) 


NEW YORK 
Mohawk 


*+Oneida National Bank & Trust Com- 
pany, Branch of Utica. 


TEXAS 
Roby 
*Citizens State Bank. 
(Chartered September 26, 1939. 
tal $25,000, Surplus $5,000) 


WEST VIRGINIA 


Capi- 


rhe erg _— 

*+City Nationa ank. 
(Capital $100,000, Surplus $20,000. Dr. 
Cc. L. Kinney, President, Andrew C. 
West, Vice-President) 


We Revive Distressed 
Businesses 
(Continued from page 646) 

We don’t know enough about this 
young man yet, so we told him to 
use his $150, and to come back from 
time to time and let us know how 
he is getting along. 

“In a few months,” we promised, 
“we'll be able to tell you whether 
we can help you.” 

By that time, we will have 
checked his background and record 
in the community, and we will be 
able to determine how safe a risk 
he is. 

Yes, we go out of our way these 
days to get loans. We put forth 
more effort than we ever did before. 
But the effort is paying worthwhile 
dividends—to us, to the debtor, and 
to the community. 
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**‘What’s Wrong 
With This Check?” 


Answers to the check illustrations on page 673. 


A—Five Things Wrong Here 


1. This check has been altered in the 
dating: two different handwritings are 
evident. 

2. “Mrs. Smith’ is too indefinite. The 
bank must know which Mrs. Smith. 

3. In this instance there is an account on 
the books for ‘Harold F. Doe,’’ but none for 
“H. Frank Doe.” 

4. The “$10” by itself with blank space 
following is bad practice at any time— 
invites alteration. 

5. The same is true of the “Ten” with) 
nothing between it and ‘Dollars.’ 


B—Cash Asked without Proper Endorsement 


John Doe, President, signs and endorses 
all checks of the X-Y-Z Company. But a pay- 
roll check is sent down by a messenger for 
cashing endorsed as shown here. We can.’ 
not cash company checks endorsed in a 
manner contrary to the instructions on our 
signature cards and in company resolutions 
on file with us. This is equally true of all 
other checks payable to companies, so 
cieties, etc. 


(CC—Customer Assumes a “Contingent Liability” 


Frequently a check on another bank pay- 
able to a company or society comes to w 
to be cashed by a customer of ours. Problem 
for the teller: If he cashes this check without 
question, he encourages the customer in a 
bad if not dangerous practice—assuming 4 
“contingent liability,” taking it for granted 
that the company endorsement on the check 
is correct. We warn the customer—and) 
ordinarily cash the check. 


D—When the Payee Can’t Write 


A person who for some reason mu 
endorse by “making his mark’ is not d 
barred thereby from getting a check cashed. 
To do so, however, he should have th 
signing by mark witnessed, and the sign 
ture and address of the witness must app 
on the back of the check as illustrated he: 
with. 


E—tooks All Right — But Isn’t 


You'd think that a check on your o 
bank, payable to yourself and signed b 
yourself—as shown here—would be cashe 
able without question. Nevertheless, a check 
so made out should be endorsed on 
back in order to be cashed. This is becav 
it is good business for anyone making 
payment to get a personal receipt. Altern 
tive: Make your check payable to “cash” a 
“bearer” and no endorsement will 
needed to cash. 


F'—This Happens All the Time 


You're in a hurry, want $10 in cash, 
give a check like this to your secretary 
ask her to go get it cashed at the bank. B 
she may come back without the mor 
because this check is payable to the b 
and to no one else. You don’t intend to gi 
the bank $10—you want the bank to g 
you $10. Solution: Make check payable 
your messenger, who can endorse and cé 
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